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Annual Report 1974 
FALCONBRIDGE NICKEL MINES LIMITED 


A special message 
to shareholders 


On February 12, 1975, the Company 

_ issued a preliminary report to share- 
holders on results for 1974. The unaudited 
statement reported consolidated earnings 
of $29,976,000 ($6.05 per share). These 
figures took into account the most recent 
information available to the Company 
concerning the proposed regulations to 
the Ontario Mining Tax Act. 


Subsequent to the release of the above 
information the Company learned that a 
further amendment had been made to 
the regulations on February 21, 1975, 
which imposed additional mining taxes on 
the Company retroactive to April 9, 1974. 
Immediate representations were made to 
the Ontario Government concerning this 
matter, but on March 5, 1975, the Com- 
pany was advised that the amended 
regulations would stand. 


The amendment disallows the deduc- 
tion of the cost of processing outside of 
Canada in determining profit subject to 
tax. Specifically this applies to the costs 
of the Company’s refinery in Norway and 
represents an additional tax levy of 
approximately $8,000,000 for the period 
April 9 to December 31, 1974. This 
amendment to the regulations reduces 
consolidated earnings for 1974 to 
$21,976,000 ($4.43 per share). 


Continuing representations are being 
made to the Ontario Government con- 
cerning this serious and completely 
unexpected development and detailed 
studies of the situation are under way. 


The financial data included throughout 
this report incorporate the changes 
necessitated by the new legislation. 
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Financial 


Earnings (before extraordinary item) 


— per share 


Extraordinary item 


— per share 


HIGHLIGHTS 


Dividends paid per-share wesw. eee ee ee 


Working capital 


Metal Sales Prices (per pound — U.S. currency) 


Electrolytic nickel (at December 31) 


Ferronickels (at. Decembelkail)) eee aeeai are ek rn rere 


Copper (per London Metal Exchange) 


— January 1 


— High (1974 — April; 1973 — December) 
— December 31 


Metal Deliveries (pounds) 


Operations 


Costs continued to escalate as a result of world-wide inflation. 


1974 


$ 21,976,000 
$4.43 


$2.00 
$190,609,000 


$1.85 
$1.46 


89¢ 
$1.47 
56¢ 


167,423,000 
153,200,000 


1973 


$ 48,860,000 
$9.86 
$ 7,100,000 
$1.43 
$1.00 
$189,571,000 


$1.53 
$1.46 


A48¢ 
$1.20 
92¢ 


169,662,000 
179,188,000 


Employees were granted cost-of-living allowances to offset the effect of rapid inflation on their incomes. 


A $95,000,000 smelter environmental improvement program at Sudbury was launched. 
Sturgeon Lake Mines Limited brought its copper-zinc property into limited production. 


Numerous increases in taxes and royalties proposed by the Canadian federal and certain provincial 
governments were effected in 1974. 
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Ferronickel ingots produced by Falconbridge Dominicana, C. por A. are shown on the dockside at 
Haina, Dominican Republic, being loaded for export. 
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Highlights of 1974 


During 1974 the Company continued 
programs to strengthen its corporate 
foundation and make it a more effective 
competitor in the world marketplace. 
Emphasis was placed on exploration 
and development and on metallurgical 
and mining research. In addition a 
$95,000,000 smelter environmental im- 
provement program at Sudbury was 
launched. 


Deliveries of Falconbridge nickel in 
all forms in 1974 were the second 
highest on record, 167,423,000 pounds 
compared with 169,662,000 pounds in 
1973 and enabled the Company to 
maintain an important share of the inter 
national market. Elsewhere within the 
group of companies, Sturgeon Lake 
Mines Limited — financed by Falcon- 
bridge Copper Limited and NBU Mines 
Limited — brought its copper-zinc 
property into limited production. At the 
Falconbridge Copper Lake Dufault prop- 
erty, surface drilling resulted in the 
discovery of a significant copper-zinc 
zone west of the Millenbach shaft. A 
new shaft is planned to explore this 
zone. Other companies pressed for- 
ward with various programs to improve 
operations and to extend mine life. 


Taking into consideration the impact 
of rapid cost inflation on the incomes of 
its employees, the Company granted 
special cost-of-living allowances 
during the year. 


The sharp increase in the world price 
of fuel led to an acceleration of price 
increases in other goods and services 
of all kinds, aggravating further the 
already serious inflationary situation. 
The earnings of Falconbridge Domini- 
cana, C. por A. were particularly 
affected because of its intensive use 
of oil. 


The selling price of Falconbridge 
electrolytic nickel was increased in 
1974 by U.S. 9 cents per pound in Janu- 
ary and U.S. 23 cents per pound in May. 
A further U.S. 16 cents per pound 
increase became effective January 1, 
1975. The base price for electrolytic 
nickel is now U.S. $2.01 per pound. 


The selling price of ferronickel was 
increased by U.S. 11 cents per pound 
of nickel content in January, U.S. 24 
cents in May and U.S. 20 cents in 
December. Due to competitive forward 
sales commitments made at fixed prices 
in 1973 for 1974 deliveries, significant 
benefit has not been realized from these 
price increases until 1975. The base 
price of Falconbridge ferronickel is now 
U.S. $2.01 per pound of nickel content. 


The London Metal Exchange price of 
copper fluctuated widely, starting off the 
year at U.S. 89 cents per pound, reach- 
ing a high of U.S. $1.47 per pound in 
April and dropping to U.S. 56 cents per 
pound at the end of the year. 


Consolidated Earnings 


Consolidated earnings for the year 
were $21,976,000 or $4.43 per share 
after providing $41,954,000 for income 
and mining taxes. In 1973, restated 
consolidated earnings before an extra- 
ordinary deferred tax credit of 
$7,100,000 were $48,860,000 or $9.86 
per share after providing $34,540,000 
for income and mining taxes. After the 
extraordinary credit 1973 earnings were 
$55,960,000 or $11.29 per share. 


The earnings of the integrated nickel 
operations decreased by $11,030,000 
from the previous year’s level and the 
contributions to earnings by subsidiaries 
decreased by $6,624,000 from Falcon- 
bridge Dominicana, C. por A., $8,711,000 
from Falconbridge Copper Limited, and 
$1,808,000 from Wesfrob Mines Limited. 
The contribution to earnings increased 
by $1,218,000 from United Keno Hill 


EARNINGS ($ Millions) CONTRIBUTION TO CONSOLIDATED EARNINGS 


Consolidated Integrated 
earnings nickel 
1974 1973 1974 1973 
$ Millions $48.9 
50 (100%) 


$22.0 
(100%) 


$8.4 
(38%) * 


Falconbridge 
Copper 


Falconbridge 


Dominicana Others 


1974 1973 


1974 1973 1974 1973 


$12.1 
(25%)* 


g $7.5 
(32%) * (15%)* 


*Percentage of consolidated earnings 
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Mines Limited and $882,000 from 
Alminex Limited. Details of the financial 
results of companies in the Falconbridge 
group appear in Statement 4 on pages 
20 and 21 of this report. 


Higher metal prices received by most 
of the companies in the Falconbridge 
group were largely offset by the 
increased cost of labour, fuel and 
materials. Deliveries of electrolytic 
nickel were considerably below those of 
the previous year while deliveries of 
ferronickel were considerably higher. 
Deliveries of metal in concentrate form 
by Faiconbridge Copper Limited were 
substantially below those of 1973. 


Working Capital 


Consolidated working capital (funds) 
increased during the year by $1,038,000 
to $190,609,000. Funds from operations 
(adjusted for elimination of non-fund 
items) contributed $93,631,000 to the 
improvement; disposals of investments, 
fixed assets and other items contributed 
$10,720,000. Reductions in working 
capital resulted from expenditures of 
$71,538,000 on property, plant, equip- 
ment, development and preproduction, 


CONSOLIDATED 

CAPITAL 

EXPENDITURES 

oa GEOGRAPHICAL AREA 
74 


a $14,246,000 reduction of long-term 
debt and $9,911,000 in dividends paid to 
Company shareholders. Investments 
increased by $1,235,000. Dividends 
paid to and reduction of minority 
interest amounted to $6,383,000. 


Dividend 


The directors declared a dividend of 
25 cents per share in each of the first 
three quarters of 1974 and a further 25 
cents together with an extra dividend of 
$1.00 per share payable on December 
20, 1974, for a total of $2.00. The 
Company maintained its policy of using 
the larger part of the funds generated 
from all sources for projects which will 
foster the Company’s growth. 


Marketing Summary 


Metal deliveries (pounds) by the 
Integrated Nickel Operations and the 
Ferronickel Division: 


1974 1973 
Electrolytic nickel 
in all forms* 93,595,000 102,018,000 
Ferronickel 73,828,000 67,644,000 
167,423,000 169,662,000 
Copper* 56,133,000 55,896,000 
Cobalt 2,468,000 1,614,000 


*Includes deliveries on a commission basis. 


Deliveries of concentrates and blister 
copper containing 97,067,000 pounds of 
copper by subsidiary companies were 
below the 1973 quantity of 123,292,000 
pounds. The greater proportion of this 
decrease is the result of lower produc- 
tion by Falconbridge Copper Limited 
due to the mining of less tonnage of 
ore of a somewhat lower grade caused 
by a labour shortage and some mining 
difficulties. Deliveries of gold, silver, 
zinc, lead, platinum, palladium and other 
metals by the Company and its sub- 
sidiary and associated companies 
increased slightly over 1973 levels. 


CONSOLIDATED 

SALES 

REVENUES 

BY GEOGRAPHICAL AREA 
1974 


CONSOLIDATED 
SALES 
REVENUES 


BY PRODUCT 
1974 


Exploration 


Falconbridge and its subsidiaries 

spent $13,751,000 on exploration work 
in 1974, an increase of $2,994,000 over 
the $10,757,000 in 1973. The increase in 
expenditure reflects increased activity 

in the vicinity of operating nickel mines, 
heavier exploration by some subsidiaries 
and the effect of increased costs due to 
inflation. 
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Of the total shown above, Falcon- 
bridge Nickel Mines Limited and its 
wholly-owned subsidiaries spent 
$9,506,000 and other subsidiaries spent 
$4,245,000 compared to $8,131,000 and 
$2,626,000 respectively in 1973. 


Diamond drilling in 1974 further 
defined the copper sulphide deposits at 
Sustut Peak in north-central British 
Columbia and at a property close to 
Minto in the Yukon Territory. The results 
of this year’s work confirmed the 
attitude, tonnage and grades of these 
two deposits. The deposit in the Yukon 
is owned by a joint venture group in 
which each of Falconbridge and United 
Keno Hill Mines Limited has a one-third 
interest. 


During 1974 Falconbridge Copper 
made a significant copper discovery in 
the southwestern part of its Lake Dufault 
property, and participated in a number 
of joint venture exploration projects in 
the Province of Quebec. 


Alminex held varying interests in 
nineteen lease blocks in the Gulf of 
Mexico and discovery wells in Turkey, 
U.S.A. and Canada during 1974. 


Overseas exploration programs were 
conducted in Australia, Norway and 
South America, and in southern Africa 
under a joint venture agreement in 
which Falconbridge has a half interest. 
Exploration for gold and silver was 
carried out in Nevada by a joint venture, 
in which Falconbridge has a one-third 
interest. Examinations of several prop- 
erties were made in Mexico but none 
was recommended for further work. 
Drilling on the Elbe copper-zinc sul- 
phide discovery in South West Africa, 
referred to in last year’s report, was 
completed in 1974. In view of deteriorat- 
ing world-wide economic conditions 
and the dramatic fall in copper prices, 
work leading to the bringing into pro- 
duction of this property was suspended. 


Further diversification into oil and gas 
exploration in the United States has 


been obtained through participation 
with partners in the drilling of offshore 
leases in the Gulf of Mexico. 


CONSOLIDATED 
EXPLORATION 
EXPENDITURES 

ay GEOGRAPHICAL AREA 
1974 


Research and Development 


Expenditures on research and devel- 
opment increased to $4,382,000 from 
$3,304,000 in the previous year. 


Major metallurgical research and 
development activities were centered 
around present and future smelting 
operations at the Sudbury Operations to 
improve working conditions and the 
local environment, and on a refinery 
process revision at the Kristiansand 
refinery in Norway to improve perform- 
ance and reduce costs. Substantial 
testing and laboratory work was carried 
out in connection with these programs. 


Other metallurgical research and 
development work was directed towards 
improving the operation of the ferro- 
nickel plant in the Dominican Republic 
and increasing the recoveries of nickel 
and copper in the milling operations in 
the Sudbury district. 


In the Company’s long-term mining 
research program, the principal activity 
was a continuing effort to reduce costs, 


and to improve productivity and mine 
environment. Economies were effected 
through continued improvements in such 
areas as ground control through the use 
of rock mechanics principles and 
cemented hydraulic back fill, mechan- 
ized LHD (load-haul-dump) loading and 
drilling equipment. Economies were also 
effected through refinements to existing 
support systems such as rock bolting 
and shotcreting, and refinements to 
cut-and-fill stoping methods. Several 
refrigeration units have been installed 
on an experimental basis in order to 
improve working conditions in deep 
workings at the Falconbridge Mine. 


Preliminary investigations were com- 
pleted in 1974 on the potential benefits 
of hydraulic hoisting of lump ore. The 
results of these modest research studies 
demonstrated the technical feasibility. 
The Company has now embarked on a 
larger research and development pro- 
gram for lifting ore 2,000 feet by this 
method at the Onaping Mine. 


Environmental Control 


In 1974 the Company appointed a 
senior technical officer to supervise all 
environmental programs for the 
Falconbridge group of companies. The 
responsibilities of his staff include the 
formulation, recommendation and imple- 
mentation of pollution control programs 
in relation to mine water, plant sanitary 
systems, tailings disposal, the recovery 
and/or treatment of tailing effluents, gas 
emissions, ventilation and health 
standards. 


Shareholders 


At December 31, 1974 there were 
11,205 shareholders, of whom 8,543 
were of Canadian registry holding 
4,554,459 shares. This represents 92 
per cent of the 5,000,955 shares out- 
standing after deduction of 45,483 
shares held by subsidiaries. At the end 
of the previous year there were 11,104 
shareholders, of whom 8,341 were of 
Canadian registry holding 4,499,416 
shares or 90 per cent. 
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Sudbury Operations — Headframe of the new Lockerby mine now under development at the west end of the Sudbury Basin. 
Ore from Lockerby will be treated in the Company's Strathcona mill. 
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General 
Corporate Philosophy and Policy 


As a developer of natural resources 

in Canada and outside of Canada over 
a period of many years, the Falconbridge 
group of companies has learned to live, 
work and think internationally. The first- 
hand experience gained over this period 
of time in a variety of climates and 
cultures and under varying political 
regimes has shaped its operating 
philosophy along very practical lines. 

All companies in the Falconbridge 
group, wherever they operate or explore, 
are guided by these basic corporate 
policies: To conform to the laws of the 
country in which they are operating, to 
work within the social aspects of the 
local political system and to compensate 
all employees at each location with 
equal pay for equal skills. 


Economic Environment 


Continually rising costs facing all 
facets of any mining organization today, 
coupled with shortages and high turn- 
over of manpower in most areas and 
indicated increases in federal and prov- 
incial income and mining taxes in 
Canada, have had an adverse effect on 
the earnings of the group. Increased 
product prices have not maintained 
profits and working capital at levels 
necessary to finance replacements and 
expansions and to compensate share- 
holders adequately. 


Inflation factors make it difficult to 
compare on a meaningful basis the 
results of operations over several years. 
The return on the consolidated average 
total assets less current liabilities was 
4.6% in 1974, as compared to 11.3% 
in 1973. Many of the assets on the 
Company’s books were purchased 
some years ago and their replacement 
cost today would be considerably in 


excess of their original cost. In periods 
of rapid inflation, depreciation is insuffi- 
cient to cover the cost of replacement of 
assets and consequently a significantly 
larger part of the profits must be set 
aside even to maintain the present level 
of operations. Ifthe assets were shown at 
their replacement cost there would be an 
increased depreciation charge which 
would reduce earnings and the per- 
centage return on net assets. Because 
Falconbridge values its inventories on 

a last-in first-out basis the effect of 
inventory profits (profits arising from the 
sale of products which cost significantly 
less than their replacement cost) are 
largely eliminated. 


The numerous proposed increases in 
taxes and royalties during 1974 by the 
federal and various provincial govern- 
ments have had a very unsettling effect 
on corporate planning and activities. 
This unreasonable burden has had and 
will continue to have a serious effect on 
the consolidated earnings of the group 
unless governments cease taxing the 
mining industry at higher rates than 
those applying to other industries. These 
changes had the effect of increasing the 
consolidated 1974 tax provision by 
$12,400,000 and oil and gas royalties 
imposed by provincial governments 
were $2,300,000 higher for those 
portions of the year to which the pro- 
posed changes apply. The full impact 
of the new legislation will appear in 
future years in the form of increased 
taxes and royalties payable to the 
Canadian federal and provincial 
treasuries. 


The effect of government taxation 
policies on the future development of 
the Company and the mining and its 
related service industries in general is 
indicated in the ratio of income and 
mining taxes as a percentage of con- 
solidated earnings which increased from 


34 per cent in 1973 to 61 per cent in 
1974. The ratio of income and mining 
taxes of the integrated nickel operations 
as a percentage of its earnings in- 
creased from 44 per cent in 1973 to 75 
per cent in 1974. This excessive 
redirection of earnings to governments 
reduces the availability of funds for 
exploration, expansion and job-creating 
mining projects in Canada. 


Appreciation 


The progress made by the Company 
and its subsidiaries during the past year 
resulted from the combined efforts of 
management and employees at many 
locations in Canada and abroad. Your 
Directors express their very sincere 
appreciation to all personnel for the 
achievements recorded by the Falcon- 
bridge organization in 1974 — a period 
made extremely difficult by the inter- 
national energy crisis and continually 
soaring taxes and costs of goods and 
services. 


The fine cooperation extended by 
shareholders, customers, plant com- 
munities and government agencies, and 
the service and support provided by 
suppliers and contractors, are also 
gratefully acknowledged. 


On behalf of the Board of Directors: 


MARSH A. COOPER, 
President and Managing Director. 


Toronto, Ontario. 
February 10, 1975. 
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AUDITORS' REPORT 


To the Shareholders of 
Falconbridge Nickel Mines Limited: 


We have examined the consolidated balance sheet of Falconbridge 
Nickel Mines Limited and its subsidiaries as at December 31, 1974 and the consolidated 
statements of earnings, retained earnings and changes in financial position for the 
year then ended. We have also examined the statement of supplementary information 
as at December 31, 1974 and for the year then ended and the statement of investment 
in associated and other companies as at December 31, 1974. Our examination included 
a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly 
the financial position of Falconbridge Nickel Mines Limited and its subsidiaries 
as at December 31, 1974 and the results of their operations and the changes in 
their financial position for the year then ended, and the statement of supplementary 
information and the statement of investment in associated and other companies 
present fairly the information set forth therein, all in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the 
preceding year, after giving retroactive effect to the change in accounting 


described in note 1(b) of the consolidated financial statements, with which change 


we concur, 


Chartered Accountants 


Toronto, Canada, 
Marchsonm lion 


ACCOUNTING POLICIES 


The principal accounting policies followed by Falconbridge Nickel Mines Limited and its subsidiaries are 


summarized hereunder to facilitate review of the consolidated financial statements contained in this report. 


A. 


Basis of consolidation 
Falconbridge consolidates the accounts of domestic and foreign subsidiary companies (owned more than 
50%), and accounts on an equity basis for effectively controlled companies. 


Translation of foreign currencies 

(i) Current assets and current liabilities are translated into Canadian dollars at quoted current rates of 
exchange at December 31; 

(ii) Items included in property, plant and equipment, other assets, and non-current liabilities are translated 
into Canadian dollars at the rates of exchange prevailing at the dates the transactions were recorded; 

(ili) Revenues and expenses are translated into Canadian dollars at the average monthly quoted rates of 
exchange except that provisions for depreciation are translated at the rates prevailing when the 
expenditures on the related assets were made; and 

(iv) Gains on translation of foreign subsidiaries’ accounts for consolidation purposes are deferred and losses 
are reflected in earnings. 


Valuation of inventories 

Metals inventories are valued at the lower of cost or net realizable value. The cost of inventories derived 
from Falconbridge’s ore is determined on a “‘last-in, first-out’ basis; the cost of inventories derived from the 
subsidiaries’ ore and other sources is determined on a ‘“‘first-in, first-out’? basis. The cost of supplies 
inventories is determined on an average cost basis. 


Depreciation, depletion and amortization 
(i) Falconbridge calculates depreciation on the straight-line method at the rate of 10% per annum on all 
plant and equipment in use; the subsidiary companies calculate depreciation on the straight-line method 
at rates varying from 5% to 25%, except Alminex Limited which provides depreciation on a diminishing 
balance basis at rates varying from 4% to 30%; 

(ii) Depletion of properties is provided over a period equal to the lesser of the estimated life of the resources 
recoverable from the properties or twenty-five years; 

(iii) Development and preproduction expenditures are deferred until the commencement of commercial 
production and then written off at rates designed to amortize the expenditures over periods not longer 
than the lives of the producing mines or properties; 

(iv) Repairs and maintenance are charged to operations or development and preproduction; major betterments 
and replacements are capitalized. Upon sale or retirement, the cost of the fixed assets and the related 
accumulated depreciation are removed from the accounts and any gains or losses thereon are taken 
into earnings; and 

(v) Discount and financing expenses incurred in connection with long-term debt obligations are amortized 
over the period that the related obligations are outstanding. 

Exploration 


The general policy is to write off exploration costs as incurred. It is the practice of the subsidiaries in the 
oil and gas industry to charge against earnings, as incurred, all carrying charges on unproven properties, 
cost of dry holes drilled and exploration expenses; acquisition costs of unproven properties are charged to 
earnings when the properties are surrendered. 


Income and mining taxes 

All companies follow the tax allocation method of accounting. Under this method, timing differences between 
the amount of income reported for tax purposes and the amount of accounting income (which arise principally 
as a result of claiming depreciation and preproduction at rates differing from those recorded in the accounts), 
result in provisions for deferred taxes and these are segregated in the deferred income and mining tax 
account at the year-end. 


Retirement plans 
The costs of retirement plans are charged against income in the year premiums or required fundings are 
payable. Past service costs are generally being funded over periods of up to 15 years. 


Research and process development : 
Research and process development costs are charged against income as incurred. 
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STATEMENT 2 


CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1974 


CONSOLIDATED STATEMENT OF EARNINGS 1974 
(See additional details — Statement 4, page 20) (000’s) 
Revenues __. Pee ee ay kn A St ge ok Pee Te eR Occ $ 457,827 
Operating expenses: 
Gosts: other than the. undermentioned ilems .-.. .2...5. .2 335 3 286,838 
Selling, general and administrative expenses <4 22,246 
Development and preproduction expenditures written off =.=... «se. 20,574 
Depreciation and depletions ee ee 30,341 
359,999 
Operating profits. a 97,828 
Interest and amortization of debt expenses (net of interest and other income of 
$15,565,000:in 1974 and $6,895,000 in 1973). aia ee 11,162 
Expenditures on exploration 0. re ee 13,751 
Expenditures on: research and process development: 4,382 
29,295 
Earnings before taxes and other items ©... de, 68,533 
Income and mining taxes (note 3, page 16): 
Current SB es SS SUG ee er ee ee 27,736 
Deferred i: 5 cs ie ee a re sear ee eee (re tan) ee ene Te 14,218 
41,954 
Earnings after taxes, before other items ....—s—s—s........... ee, 26,579 
Income from investment in associated and other companies (including net gain on 
disposals less write-offs of $471,000 in 1974 and $83,000 in 1973) ........... 4,773 
Earnings before minority interest and extraordinary item ........................ 31,352 
Minority shareholders’ interest in earnings of subsidiary companies .............. 9,376 
Earnings. before extraordinary item. 2 ee 21,976 
Deferred tax adjustment resulting from write-down of assets in 1972 ............. 
Earnings for the year 0.222 eee ee ee $ 21,976 
Earnings per share (note 6, page 18): 
Before extraordinary Hen ccs ee i se Ae re ee See $ 4.43 
FOr the: Veet iste 2s ee SE eA eee ren et $ 4.43 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Retained earnings, beginning of year: 


AS: previously reported. Pune aas ee as ahe esi Ont e og e iae $ 205,114 
Adjustments relating to prior years (note 1, page 16): 


Change in-tax. accounning: 2a eis a ee eee en (1,312) 
INCOMe:-and Mining Taxes. (oC eae ee a eee ieee 1,793 
Properly " 6xproprigtions ic se ee ear cae hemes San ncaa weal eer: aoe 669 

As restated! 228226) e oper Cr aie aed a eee rege eee 206,264 
Earnings. for the year ries tie nur Ue eine oan car Mi Seren inet Ce ae ca 21,976 
3 228,240 
Dividends (1974 — $2.00 per share; 1973 — $1.00 per share)................... 9,911 
Retained -eamings: end: of Vearegicis eshte tO cee Re aaa $ 218,329 


(See notes to consolidated financial statements) 


1973 


(000's) 
$ 438,163 


231,015 
18,420 
20,782 


30,364 


$155,065 
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STATEMENT 3 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1974 


Sources of working capital (funds): 
From operations, being — 

Earmings for the year before extraordinary item... .... 6. ee, 

Add (deduct) items entering into the determination 

of earnings which neither use nor provide funds: 
Depreciation and depletion........ 
Deferred development and preproduction expenditures written off ........ 
Amonization of debt expenses ..... .. s.... 
Income and mining taxes deferred ....... 
Minority shareholders’ interest in earnings of subsidiary companies ....... 
Gains. ON) GISOOSal Of iXeG ASSels ee ee 
GalinS-On disbosal Ol -inVvVeStments 4 es a ee ee ee 
Interest in earnings of controlled companies accounted for on an equity 
basis in excess Of dividends §Teceived. 0. i np 
TOle, HOMPORERIONS 0 a a 
Proceeds from. disposal of investments...) 2 ea. 
Proceeds from disposal of fixed assets and settlement in 1974 from contractors 
i FESDeECE OF Ine NICKeliFON TeHMOLY 1 ee 
Decrease In Other NONn-CUITENE ASSCIS 5 Gre ee i a 
ISSUE Of Shales 10h CAS eres ee ee ne ae 


Applications of working capital: 
Expenditures. on. properly, plant and equipment 32... 263 ey 
Developmeéenisand preproduction: expenditures. 3). ee 
Decrease im long-ierm debt 2.62 ee ee 
Dividend payments to company shareholders 3... oe ee a 
Dividends. paid to-and reduction of minority interest...) soak) Se: 
Increase in investment in associated and other companies .................. 


Increase in working capital during the year... ...... de, 


Changes in components of working capital: 


Increase (decrease) in current assets — 
Cash and AOmporary WWVESIMCNS cic oh Aa. cil sre) Beg ie eee a ces 
Accounts and metal settlements receivable .................0 00.0200 00-5 
Inventories 


Increase (decrease) in current liabilities — 
Bank ICED IOOR OSS ty oes eee cc i lle GR ate Ura |, OS Rare aa 
Long-tenny, debt maturing Within ONG Year 7 coi. OE cara. nets dene 
GIIGECUTFORT NADIIHOSe oe rset acy uch Akg CRS REG: GANG NGL Spieeiinere nua 


Increase meworking: capital GUANO ANS VEar 55. fase an hes vale snot a ane ING a tas 
Working capital, beginning of year 
Working Capital CNC On yon: biyca raae eA iawn dae el aad s smth Sluice ees Lene Gxt or 
(See notes to consolidated financial statements) 


1974 


(000’s) 


$ 21,976 


(1,670) 
93,631 
2,308 


8,129 
281 
2 


104,351 


45,733 
25,805 
14,246 
9,911 
6,383 
1,235 
103,313 

$ 1,038 


$ 30,998 
(25,451) 
10,664 
16,211 


50 

(586) 
15,709 
15,173 
1,038 

_ 189,571 
$ 190,609 


(1,130) 


1,076 


~ 90,000 


(1,908) 
12,620 
3,906 


14,618 
75,382 
114,189 

$ 189,571 


FALCONBRIDGE NICKEL MINES LIMITED 
AND ITS SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1974 


a 


Accounting policies and retroactive adjustments 


(a) Principal accounting policies a 
The principal accounting policies followed by Falconbridge and its subsidiary companies are detailed 
under the caption ‘“‘Accounting policies’’ on page 11. 


(b) Change in accounting policies and other retroactive adjustments 
The accounting change and other adjustments described below have been treated as prior period 
adjustments and applied retroactively to the income of the periods to which they relate. These changes 
have no material effect on 1974 consolidated earnings. Consolidated earnings for 1973, as restated, 
were increased by $956,000 (19¢ per share). 


(i) Alminex Limited (a subsidiary), in common with many other companies in the oil and gas industry 
in Canada, adopted the tax allocation method of accounting; 

(ii) Tax assessments were received by certain subsidiary and controlled companies relating to 1973 
and prior years; and 


(iii) Settlement was received by Indusmin Limited (a subsidiary) in respect of property expropriated in 
1969. 


2. Non-producing assets 


Non-producing assets include $33,630,000 (1973 — $33,583,000) for exploration, development and other 
expenditures relating to New Quebec Raglan Mines Limited and its subsidiary company, Raglan Quebec 
Mines Limited in the development of that subsidiary company’s Cape Smith-Wakeham Bay properties. These 
expenditures have been deferred with the intention that they should be amortized by charges against income 
from future mining operations. 


While exploration and development at the properties have been suspended, studies are continuing regarding 
the feasibility of alternate methods of bringing the properties into production. Development work and 
feasibility studies on this project to date have not resulted in conclusions that the expenditures on the 
properties will or will not be recoverable by charges against income from future mining operations. The 
recovery of these costs from operations is dependent upon the obtaining of adequate financing, the successful 
development of an economic mining operation, and the marketing of concentrate production. 


See note 5 of the notes to statement of supplementary information on page 23 for details of the assets in 
this category. 


Income and mining taxes 


(a) During 1974 the Canadian federal and certain provincial governments introduced legislation to amend 
the various acts under which they collect taxes, royalties and duties. On February 21, 1975, the 
government of Ontario made further changes to its mining tax regulations which impose additional mining 
taxes on the company retroactive to April 9, 1974. Although the federal and certain of the provincial 
legislative amendments have not been enacted and some of the proposals have not yet been set out 
in sufficient detail to remove doubt as to their ultimate effect, the changes have been taken into account 
in the calculation of the 1974 income and mining tax provisions on the basis of the best information 
available. These changes had the effect of increasing the consolidated 1974 tax provision by $12,400,000 
for those portions of the year to which the proposed changes apply. 


(b) The 1973 operating profit included tax exempt income of $24,347,000 from new mines (principally 


belonging to Falconbridge Copper Limited). Tax exemption for new mine income under the Tax Acts 
terminated on December 31, 1973. 


Foreign exchange translation 


(a) If translated into Canadian dollars at quoted current rates of exchange at December 31, 1974 — 
(i) Long-term debt would decrease by $4,741,000 to $270,114,000; and 


(ii) The carrying value of debentures included with investment in associated and other companies 
would increase by $173,000. 


pee. coanace are not necessarily indicative of the amounts which will be repayable when the obligations 
ired. 


(b) Exchange losses on foreign currency transactions included in earnings amounted to $1,686,000 in 1974 
(1973 — $733,000); gains which have been deferred amounted to $706,000 at December 31, 1974 
(1973 — $404,000). 


5. Long-term debt 


A. Details of long-term debt are as follows: 1974 1973 

(i) Falconbridge Nickel Mines Limited (000's) (000's) 
7.75% Sinking fund debentures maturing February 1991 (a) ........ $ 50,000 $ 50,000 

8.85% Sinking fund debentures maturing May 1996 

CES <S50 O00 O00) 1 oer eS re ee ee 51,094 51,094 
Bank loan due January 1977 (11%2% at December 31, 1974)... 10,000 10,000 
Mortgages on company housing and other obligations ............ 2,586 3,481 
Total (1974 net of $404,000 maturing within one year) ............ $ 113,680 $ 114,575 


(a) No portion of the principal is due on the 7.75% debentures until 
1977 when the company is required to commence sinking fund 
payments sufficient to retire $1,250,000 principal amount of 
debentures in each of the years 1977 to 1990. 


(b) No portion of the principal is due on the 8.85% debentures until 
1981 when the company is required to commence sinking fund 
payments sufficient to retire U.S. $3,000,000 principal amount of 
debentures in each of the years 1981 to 1995. 


(ii) Falconbridge Dominicana, C. por A. 
(a) Due to Loma Corporation* (payable in U.S. currency) — 


8% Series B demand mortgage notes ................... RD$ 30,750 RD$ 41,000 
8Y2% Series C demand mortgage notes ................... 80,000 80,000 
8¥%2% Series D demand subordinate notes ................. 34,000 34,000 

144,750 155,000 


* Payment will only be demanded in certain circumstances, 
the most significant being to meet payment due on notes 
of Loma Corporation (a U.S. financing company) issued 
in the same principal amounts and at the same interest 
rates as the above demand notes, as follows: 


8% Series B secured sinking fund notes, due semi- 
annually 1975 to 1977 inclusive; 


8% % Series C secured sinking fund notes, due semi- 
annually 1976 to 1986 inclusive; and 


8%2% Series D guaranteed sinking fund notes, due 
semi-annually 1987 to 1991 inclusive. 


(b) Due to International Bank for Reconstruction and Development — 
7% Loans, due semi-annually 1975 to 1984 inclusive, payable in 
VARIOUS CULKENCIOS — .a7dexet eck is ree ea eam ge age 21,739 23,913 
(c) Company housing — 166,489 178,913 
9¥%2 % Mortgages on company housing repayable monthly to 1993, 


in Dominican: Republic.curency ss aes ak oi eee, 2,337 2,394 
168,826 181,307 

Less long-term debt maturing within one year (Cdn. $12,809,000 in 
LON) by rioting Minne oie Se iene arigem UNION G4! oa -ceatgutrnne Miter eee 2A 12,484 12,478 
Total — Expressed in Dominican Republic currency ............. RD$ 156,342 RD$ 168,829 


Total — Expressed in Canadian currency ...................... $ 160,602 $ 173,431 


(iii) Other companies 
Total (1974 net of $166,000 maiuring within one year) ............. $ 573 $ 1,095 
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FALCONBRIDGE NICKEL MINES LIMITED 
AND ITS SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 


B. 


(iv) Maturities and sinking fund requirements 


Maturities and sinking fund requirements (exclusive of foreign exchange adjustments) for the next 
five years are as follows: 


1975 — $13,379,000 1978 — $11,695,000 
1976 — $16,870,000 1979 — $11,700,000 
1977 — $31,940,000 


Guarantees, covenants and restrictions: 


(i) Falconbridge has guaranteed portions of the long-term debt of Falconbridge Dominicana, C. por A. 
(Falcondo), details of which are as follows — 


(a) All loans are secured by a first mortgage on the assets of Falcondo and by a contract under 


(b) 


(Cc) 


which Falconbridge Nickel Mines Limited has agreed to buy all ferronickel of commercial value 
produced by Falcondo. Falconbridge is also obligated to provide 60% of the funds required 
by Falcondo to enable it to meet its operating costs and debt service obligations in the event 
receipts from the sale of ferronickel produced by Falcondo and other receipts are insufficient 
for that purpose. The loans (except for the loans from the International Bank for Reconstruction 
and Development and for company housing) are covered by a specific risk insurance issued 
by the Overseas Private Investment Corporation. 


Falconbridge has pledged all of its holdings of its shares of Falcondo against repayment of 
these loans, except the subordinated portion of U.S. $34,000,000. In addition, Falconbridge 
has made a direct guarantee for repayment of 60% of this subordinated portion of the loans. 


In accordance with the terms of the loan agreements, funds of $14,518,000 (1973 — 
$14,418,000) (included with cash and temporary investments) are on deposit with the Trustee 
for use in paying current debt service and other expenses of Falcondo. 


(ii) During the period that the Falcondo loans are outstanding, there are certain restrictions placed on 
the amount and nature of borrowing that Falconbridge can undertake. Covenants given by Falcon- 
bridge in this respect are substantially the same (other than the restriction on the payment of 


dividends) as those given by Falconbridge under its 8.85% debentures which include limitations 
as to: 


(a) The amount of dividends which may be paid by Falconbridge (see (iii) below); 
(6b) The assumption of additional long-term debt; and 


(c) Guarantees which it may give on certain indebtedness of its subsidiary and other companies. 


(iii) At December 31, 1974, the portion of retained earnings restricted and not available for dividend 
payment was $171,163,000. 


6. Earnings per share 


Earnings per share have been computed using the weighted average number of shares outstanding (excluding 
shares held by subsidiary companies). Inclusion in the earnings per share computation of shares subject 
to purchase under outstanding options would produce substantially the same per share results. 
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7. Commitments 


10. 


(a) The company is committed to an environmental improvement project involving major revisions to its 
smelting facilities at Falconbridge, Ontario. It is estimated that the cost of constructing the new facilities 
will approximate $95,000,000 (of which $4,113,000 has been expended to December 31, 1974) with 
completion in 2 to 3 years. 


(b) Directives of the Ontario Government in connection with the construction of Canadian refining facilities 
are under continuing discussion with government officials and, pending completion of such discussions, 
it is not practicable to estimate the potential costs involved. 


(c) There are commitments outstanding aggregating approximately $17,000,000 in connection with capital 
expenditures of the company and its subsidiaries. 


Retirement plans 


The company and certain of its Canadian subsidiaries maintain retirement plans providing retirement, death 
and termination benefits for substantially all salaried and hourly rated employees. 


Total pension expense for the year was $5,598,000 (1973 — $4,692,000) including past service costs of 
$2,149,000 (1973 — $1,491,000). Based on the most recent actuarial evaluation the unfunded past service 
cost for all pension plans in effect at December 31, 1974 is approximately $15,000,000 (1973 — $12,000,000) 
including $8,200,000 (1973 — $7,000,000) which is computed to have vested. The companies have no legal 
liability with regard to the past service cost including that portion which has vested. 


Stock options 


During the year 60 shares were issued under the stock option plan available to employees. Options on 
25,060 shares, expiring December 19, 1978, remain outstanding. Under revisions effected in 1974 the price 
for which share options outstanding may be issued was changed from $63.45 to $25.00 per share (being the 
closing bid price for the shares of the company on September 30, 1974, less a discount of 10%) and loans 
may be granted to assist employees in the purchase of shares under options (at December 31, 1974 the total 
loaned, included with accounts and metal settlements receivable, was $1,250). 


Remuneration of directors and senior officers 


Charges included in the consolidated statement of earnings for remuneration paid or payable to directors and 
senior officers, as defined under the Business Corporations Act of Ontario, amounted to $1,444,000 (1973 — 
$1,166,000). 


20 


FALCONBRIDGE NICKEL MINES LIMITED 
AND ITS SUBSIDIARIES 


STATEMENT OF SUPPLEMENTARY INFORMATION (Thousands of dollars) 


December 31, 1974 


Oamites 
Mining 
Integrated Falconbridge Falconbridge Company Wesfrob 
Nickel Unallocated Alminex Copper Dominicana, Indusmin (Proprietary) Mines 
Operations corporate Limited Limited C. por A. Limited Limited Limited 
% ownership (100%) (100%) (51.1%) (50.2%) (65.7%) (69.0%) (74.9%) (100%) 
(note 2) (note 2) (note 3) (note 3) 
OPERATIONS (note 3): 
REVeENUGS 23 eee ae ..... $217,397 $ 1,938 $14,319 $64,993 $ 99,263 $17,863 $13,660 $12,450 
Operating expenses — 
Costs other than the undermentioned 
TOMS ss Oe 139,540 1,261 39,674 68,091 10,990 8,301 8,261 
Selling, general and administrative 
OXPENSES Sis ee 10,950 2,733 258 797 Byres) 2,106 1,008 70 
Development and preproduction 
expenditures written off ........ 12,415 761 3,500 2,844 183 144 1,232 
Depreciation and depletion ...... AS ble, 605 1,818 2,985 Teeipors 1,995 944 tet 
110,017 8538 4,098 46,956 81,835 15,274 10,397 10,774 
Operating profit... 4). Ais 41,380 Gz400)= 1072211 18,037 17,428 2,589 3,263 1,676 
Interest and amortization of debt 
expenses(neties je (1,647) (509) (405) (1,526) 14,964 314 49 
Expenditures on exploration ...... 4,921 3,450 2,319 He shove 31 974 
Expenditures on research and process 
GEVelODMeNt 4) tee eer rere 4,382 
7,656 2,941 1,914 31 14,995 314 49 974 
Earnings before taxes and other items 33,724 (4,341) 8,307 17,706 2,433 2,275 3,214 702 
Income and mining taxes .......... 25,329 (311) 3,455 9,080 856 963 1,302 59 
Earnings from operations .......... 8,395 (4,030) 4,852 8,626 Scr tote 1,912 643 
Investment income (net). 2020 se PER PAS) ee en Ph ee ent 
Earnings before extraordinary item . $8,895. $  .413.2 $24,852 7S 8.684505 ) 41.570. 11090. ooo oe ote 
Falconbridge’s interest in above earn- 
ings after consolidation adjustments 
COTS Ys ie GaN sere ee $8395 $ 118 $ 2,922 4$ 33963 $3309 $ 966 $91,463 -S —683 
WORKING CAPITAL (note 4): 
GUITEn aSSCIC tr, a es $ 204,970 $ 6800 $23,178 $ 54,137 $ 6946 $ 2,302 $ 4,153 
Currentliabilitiés =... (2 75,807 1,439 6,430 25,196 4,677 TESHE 1,456 
$ 129,163 $5361 $16,748. $ 28:941 $2,269. $ 1,565 5 2.697 
PROPERTY, PLANT AND EQUIPMENT 
(note 5): 
Producing assets, at net book value — 
Plant and equipment ............. $ 61,909 $ 2,189 $ 4,494 $113,429 $10,962 $ 6,024 $ 5,333 
Land and properties ..... i 5,021 13,847 3,386 1,800 858 202 
Development and preproduction 
expenditures: ie ee 18,045 BoeL 1,197 40,934 597 952 3,618 
$ 84,975 $21,568 $9,017 - $ 156:168 $12,417 $° 7178: S$ 8951 
Non- producing assets, at cost less ee See ne ee 
amounts written off .............. $ 72,583 $ 4436 $23,150 $ 667 
PRINCIPAE| PRODUCTS ii >, ee My Nickel Oil Copper Ferronickel Syenite, Copper Iron 
and and and silica and and 
copper gas zinc aggregates copper 
PRINCIPAL LOCATION OF ASSETS .... Ontario, Alberta Quebec, Dominican Ontario, South British 
Manitoba, Ontario Republic Quebec West Columbia 
Norway Africa 
MARKET VALUE OF FALCONBRIDGE’S 
SHAREHOLDINGS (note 6) 


BSNS sey $16,830 $42,313 $ 4,937 


(See notes to statement of supplementary information ) 


Consolidated 


Others total 


(after 
adjustments) 
(note 3) 


$11,627 $ 457,827 


9,416 286,838 
1,248 22,246 
20,574 

380 30,341 
11,044 359,999 
583 97,828 
(79) 11,162 

199 13,754 
4,382 

120 29,295 
463 68,533 
308 41,954 
155 26,579 
578 4,773 

$ 733 $ 31,352 
$ 792 $ 21,976 
$ 6,819 $282,750 
2,016 92,141 
$ 4,803 $190,609 
$ 3,971 $208,311 
131 25,245 
70,810 


$ 4,102 $304,366 


$41,104 $141,940 


$21,959 $ 86,039 


December 31, 1973 
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STATEMENT 4 


$26,614 $73,234 


$ 7,557 


$ 38,505 


Oamites 
Mining 
Integrated Falconbridge Falconbridge Company Wesfrob. 
nickel Unallocated Alminex Copper Dominicana, Indusmin (Proprietary) Mines Consolidated 
operations corporate Limited Limited C. por A. Limited Limited Limited Others total 
(100%) (100%) (51.1%) (50.2%) (65.7%) (69.0%) (74.9%) (100%) (after 
adjustments) 
(note 3) 
$204,517 $ 1,162 $11,329 $79,278 $ 91,268 $16,145 $13,643 $12,979 $ 8558 $438,163 
124,802 1,673 35,316 40,693 9,671 6,272 6,589 6,299 231,015 
8,481 2,588 262 139 2,907 1,760 653 oS) 1,998 18,420 
12,179 489 4,317 2,837 175 148 1,142 20,782 
13,423 417 P15 2,768 7,138 1,886 814 1,469 367 30,364 
158,885 3,005 4,339 43,140 53,570 13,492 7,887 9,259 8,664 300,581 
45,632 (1,843) 6,990 36,138 37,693 2,653 5, (56 3,720 (106) 137,582 
2,009 1,818 (214) (605) 16,901 274 431 (3) (102) 20,511 
5,426 1,535 1,862 666 9 1132 44 10,757 
ee ee 2 8808 
105750 3,953 1,648 61 16,994 274 431 1,129 (58) 34,572 
34,882 (5,196) 5,342 36,077 20,699 2,379 5,325 2,591 (48) 103,010 
15,457 (1,561) 2,225 8,531 6,868 602 2,116 9 104 34,540 
19,425 (3,635) 3,117 27,546 13,831 TATA 3,209 2,500 (152) 68,470 
2,083 46 59 1,133 3,276 
$719,425 -$ (1,552) $°3,117 -$ 27,592. 9 13,831 $1,836. $-° 3,209. $ 2,500 $- 981 $. 71,746 
$ 19,425 $ (1,552) $ 2,040 $12,074 $ 9,933 $ 1,281 $ 2406 $ 2,491 $ 762 $ 48,860 
$ 184,110 $ 5,727 $36,508 $ 58483 $ 6,776 $ 8,358 $ 4,093 $ 4862 $266,539 
67,528 1,800 11,290 22,269 5; 139 4,170 1,343 1,295 76,968 
$ 116,582 $ 3,927 $25,218 $ 36,214 $ 1,637 $ (812) $ 2,750 $ 3,567 $189,571 
$ 69,696 $ 2,293 $ 5189 $115,318 $10,104 $ 5819 $ 6410 $ 4,141 $218,970 
5,352 14,348 4,352 1,785 93 233 125 27,127 
22,271 4,747 2,501 43,134 179 1,096 4,530 79,058 
$ 97,319 $21,388 $12,042 $160,237 $11,815 $ 7,148 $10,940 $ 4,266 $325,155 
$ 53,919 $ 2,658: $10,123 $ 667 $40,312 $107,674 
Nickel Oil Copper Ferronickel Syenite, Copper Iron 
and and and silica and and 
copper gas zinc aggregates copper 
Ontario, Alberta Quebec, Dominican Ontario, | South British 
Manitoba, Ontario Republic Quebec West Columbia 
Norway Africa 
$ 145,910 
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FALCONBRIDGE NICKEL MINES LIMITED 
AND ITS SUBSIDIARIES 


NOTES TO STATEMENT OF SUPPLEMENTARY INFORMATION 
DECEMBER 31, 1974 


Translation of foreign currencies 


Foreign currency items have been translated into Canadian dollars as explained in note B of the accounting 
policies on page 11. 


Integrated nickel operations and Unallocated corporate 


Included under the caption ‘Integrated nickel operations’’ are the accounts of the company and all its wholly- 
owned subsidiaries engaged in the integrated operations of mining, milling, smelting, refining and marketing 
of nickel derived from Canadian ore. That portion of the company’s corporate expenditures relating to the 
overall direction and management of other activities of the Falconbridge group of companies has been 
segregated under the caption ‘‘Unallocated corporate”’. 


Operations 
Adjustments have been made on consolidation as follows: 


(a) Amortization of purchase discrepancies 


Generally the difference between Falconbridge’s interest in the book value of the net assets of its 
subsidiaries and the carrying value in the company’s accounts, is amortized in each case over the lesser 
of (i) the estimated life of the subsidiary’s recoverable resources and (ii) a period of twenty-five years 
from the date of acquisition of the investment or the date the subsidiary commenced operations. 


(b) Falconbridge Copper Limited 


Falconbridge has agreed to waive its right to dividends on 983,000 shares of Falconbridge Copper Limited 
which it holds, until such time as its Sturgeon Lake property is declared to be in commercial production. 
Accordingly, Falconbridge has computed its interest in the earnings of Falconbridge Copper on a basis 
which excludes these shares from the calculation. Metallurgical and other start-up problems have 
delayed the achievement of commercial production in 1974. 


(c) Falconbridge Dominicana, C. por A. (Falcondo) 


The ferronickel produced by Falcondo is purchased and marketed by Falconbridge. The earnings of 
Falcondo include profits on all ferronickel sold to Falconbridge, whereas consolidated earnings exclude 


the profits relating to inventories of ferronickel held by Falconbridge at December 31 for subsequent resale 
to customers. 


Working capital 


See note 5B of the notes to consolidated financial statements for particulars of long-term debt and funds 
held in trust in respect of Falcondo. 
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Property, plant and equipment 


Where appropriate the unamortized difference between Falconbridge’s interest in the book value of the net 
assets of its subsidiaries and the carrying value of the company’s investment has been included with the 
subsidiary’s plant and equipment, land and properties, or development and preproduction expenditures. 


The following are included under the caption ‘‘Non-producing assets’: 


Company and project 1974 1973 

(000’s) (000's) 
Falconbridge Nickel Mines Limited — 

POCKeIDy NING ee $ 42,250 $80,787: 

Nickel-ron- relinery complex (8)  .256..00 00). 2S 2,939 9,000 

Smelter environmental improvement project including the 

acid Dian 3) Sey ae 4,113 
OIner DIOS ee oo 15,447 14,132 


Falconbridge Copper Limited — 
Sturgeon Lake joint venture and Cooke Mine.......... 23,150 10,123 


Falconbridge Nikkelverk Aktieselskap — 
Process revision changeover programme ............. 1,125 


New Quebec Raglan Mines Limited — 


Subsidiary’s Cape Smith-Wakeham Bay properties (b) .. . 33,630 33,583 
Other subsidiary companies ‘projects -..2. 2... 4... 13,286 10,049 
$ 141,940 $ 107,674 


(a) In 1972 the company wrote down the carrying value of the complex to $9,000,000 which is now 
further reduced by the total of setthements made with contractors, a sales tax rebate and assets 
transferred to other locations. Should it be determined that the complex cannot be used in alternate 
processes under study the adjusted carrying value is expected to be recovered in salvage. 


(b) See note 2 on page 16. 


Market value of Falconbridge’s shareholdings 


The market values shown are based on Canadian stock exchanges’ closing bid prices on December 31, 1974 
and 1973. Because of the number of shares held by Falconbridge (representing control of the companies 
concerned), the amounts that could be realized if these securities were to be sold may be more or less than 


their indicated market value. 
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FALCONBRIDGE NICKEL MINES LIMITED 
AND ITS SUBSIDIARIES 


STATEMENT OF INVESTMENT IN ASSOCIATED AND OTHER COMPANIES 


December 31, 1974: 
Akaitcho Yellowknife Gold Mines Limited . 


Dickstone Copper Mines Lid)... =... 
Dunraine Mines Limited ne 
Giant Yellowknife Mines Limited. ...... 
Mcintyre Mines Limited .............. 


Thompson-Lundmark Gold Mines Limited ._.. 
United Keno Hill Mines Limited (note 2) ..... 


Western Platinum Limited (no quoted 
market value) 252 


Other companies (note 2) -....... 3: 


December 31, 1973: 


Akaitcho Yellowknife Gold Mines Limited 
Dickstone Copper Mines Ltd. ......... 
Dunraine Mines Limited ............... 


Mcintyre Mines Limited .............. 


Thompson-Lundmark Gold Mines Limited .... 


United Keno Hill Mines Limited (note 2) 


Western Platinum Limited (no quoted 
market Value) -/ se 


Other: companies (note 2)> 22 


Shares 
Indicated 
Shares of market 
common Beneficial value 
stock interest (note 1) 
| tons 
1,198,230 36.7% 2 3S 1,977 
517,25 27.2 243 
1,068,558 486 160 
824,413 19.2 7,832 
175,825 7.4 4,967 
600,000 12.0 126 
1,195,989 48.4 7,774 
2,000,001.- 25.0 
162 
$ 23,241 
1,498,230. 36.7%. 9. 1,737 
Lon EY Sess es gd a2 197 
1,068,558 48.6 171 
824,413 19.2 8,347 
175,825 7.4 8,835 
600,000 12.0 162 
1,195,989 484 5,621 
2,500,001 25.0 
324 
$ 25,394 


STATEMENT 5 


Carrying value 


Bonds, 
notes and 
Shares advances 
(000's) (000's) 
§ 232 
59 $ 52 
3,799 
10,175 
377 
6,094 
6,214 6,267 
1,485 1,233 
$ 28,435 $-°7,552 
$ 35,987 
$ 232 
59 $ 48 
3,799 
10,175 
377 
4 662 
6,214 7,444 
1,192 TAT 
$ 26,710 $ 8,209 


$ 34,919 


Notes: 1. The market values shown are based on Canadian stock exchanges’ closing bid prices on December 
31, 1974 and 1973. Because of the number of shares involved the amounts that could be realized 
if these securities were to be sold may be more or less than their indicated market value. 


2. The carrying value represents the cost of the investments less amounts written off, and also reflects 
the interest in earnings (losses) of United Keno Hill Mines Limited and certain of the ‘‘Other 
companies” which are accounted for on an equity basis. 
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FALCONBRIDGE NICKEL MINES LIMITED 


AND ITS SUBSIDIARIES 


SUMMARY OF 1974 CONSOLIDATED RESULTS BY QUARTERS 
(Unaudited — 000’s omitted) 


1974 
Three months ended 
March 31. June 30 Sept. 30 Dec. 31 Year 1973 
Metal deliveries (pounds): 
Integrated nickel operations — 

ICKL ia ee ee ae ee bee 20,597 22,167 22,382 24,318 89,464 99,408 
CORRE a eo er eee 13,445 13,052 12,436 14,548 53,981 68,725 
CODe a ea a 796 604 462 606 2,468 1,614 

Falconbridge Copper Limited — 

Copper .. Suiaaiar oars 16,437 14,158 12,801 13.515 56,911 80,935 

ZING aase., eee aE euae: 7,539 9,088 7,245 6,966 30,838 37,950 
Falconbridge Nickel Mines Limited (note 3) — 

Ferronickel (deliveries to customers) ._. 20,257 19,264 17,376 16,931 73,828 67,644 

Earnings: 
Revenues from metals and other products ... $114,846 $121,635 $109,099 $112,247 $457,827 $ 438,163 
Interest, investment and other income .... __. 4,036 6,796 4,368 5,138 20,338 10,171 
118,882 128,431 113,467 117,385 478,165 448 334 
Costs other than the undermentioned ....... 68,397 78,194 {B.cot 84,136 309,084 249,435 
Depreciation, depletion, development and 

preproduction, written off «=... 135133 12,620 12,804 12,358 50,915 51,146 
Exploration, research and process development 3,988 4,742 4,630 4,773 18,133 14,061 
Interest and amortization of debt expenses... 6,566 6,941 6,536 6,684 26,727 27,406 
Income and mining taxes .......... ae 11,299 14,859 8,952 6,844 41,954 34,540 
Minority interest in earnings of subsidiaries 5.155 2,581 988 652 9,376 22,886 

108,538 119,937 112,267 115,447 456,189 399,474 
Earnings before extraordinary item .. : 10,344 8,494 1,200 1,938 21,976 48,860 
Deferred tax adjustment resulting from write- 

Gown-of assets in 1972). ee 7,100 
Earnings for the period ....... pee Oo 10,044.) 8 404 Cen 200 Oi A988. $21 O76 $ 55,960 
Earnings per share — 

Before extraordinary item .............. $ 2.09 Denial $ 0.24 $ 0.39 $ 4.43 $ 9.86 

POR e: POHMOGi eae ak Aveo Sea $ 2.09 Se Avid $ 0.24 $ 0.39 $ 4.43 $ 11.29 

Earnings contributions: 
Integrated nickel operations ............... Nine ON Geet bee cHeS oe: hs 245. $ 315148 <$ 8/395 $ 19,425 
Falconbridge Copper Limited ........ ed 2,731 886 144 (398) 3,363 12,074 
Falconbridge Dominicana, C. por A. (note 3) .. 2,466 645 (203) 401 3,309 9,933 
Other consolidated subsidiaries ...... e 1,624 2,897 1352 923 6,796 8,980 
COVOoOrate ieee os EO a ae 216 371 (338) (136) 113 (1,552) 
Before extraordinary item , 10,344 8,494 1,200 1,938 21,976 48,860 


Deferred tax adjustment resulting from write- 
down of assets in 1972 5, aan He 


Notes: 


ile 


2. 


3, 


The results of operations in the interim reports issued during 1974 have been amended to give effect to the proposed new 
Canadian federal and provincial tax legislation and to reflect reclassification and other year-end adjustments. 


The trend in results of operations generally reflects the significant fluctuations in world copper prices and the continuing 
increase in the cost of labour, fuel and materials caused by world-wide inflation. The increased nickel prices 
announced in May, 1974 were totally effective for third quarter deliveries of the integrated nickel operations; the resulting 
increased revenues, however, were more than offset by a decrease in copper revenue from that of the previous two 
quarters. Falconbridge Copper’s continuing mining problems and shortage of miners when combined with declining 
copper prices and escalating costs are responsible for the deterioration in earnings contribution. The contribution 
of Falconbridge Dominicana to consolidated earnings reflects sharply increased fuel costs which were only partially offset 
(because of forward sales commitments) late in the last quarter by the benefit from the increases announced during 1974 


in the producer price of ferronickel. 
See note 3, page 22, of the notes to statement of supplementary information, 
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FALCONBRIDGE NICKEL MINES LIMITED 
AND ITS SUBSIDIARIES 


SEVEN-YEAR REVIEW 


EARNINGS 


(000's) 


REVENUCS 5 es Cee ee 
Earnings (before extraordinary item) 
(HOtE.G) oe eee 
Per share (note 4). 9 2 
Extraordinary item (note 6) ....... 
Per share (note: 4) 2.23)... 


EXPLORATION, Exploration (305 
RESEARCH AND Research and development ....... 
DEVELOPMENT 

(000’s) 


ORE RESERVES — Falconbridge Nickel Mines Limited . 
(000’s tons) Falconbridge Dominicana, C. por A. 


METAL 


DELIVERIES 


Falconbridge Copper Limited (note 2) 


Integrated nickel operations — 
Nickel =o 


(000’s pounds) Gopper 22.0 


CAPITAL 


EXPENDITURES 


(000's) 


FINANCIAL 


POSITION 
(000’s) 


Falconbridge Nickel Mines Limited— 
Nickel in ferronickel (note 1) .... 


Falconbridge Copper Limited 
(note 2) — 
Copper ... 
PAI gone ely aes ee Seen ey 

Expenditures (net) on property, plant, 
equipment, development and pre- 
production — 

Integrated nickel operations .... 
Falconbridge Dominicana, 
CSDOR Agence SOO en ee 
Falconbridge Copper Limited 
(NOte 22)) es ee eee 
Consolidatedtotals. 23 24 ao. 


Working capital — 
Integrated nickel operations .. . 
Falconbridge Dominicana, C. por 

AG (MOIGS5) (oe ee oes 
Falconbridge Copper Limited .. . 
Consolidated total ............ 

Property, plant and equipment (net)— 
Producing ES 
Non-producing ... 

Long-term debt ..... 


SHAREHOLDERS’ Shareholders’ equity (000's) |. 
DATA 


Notes: 


OPES name 


Amount per share 
Dividends paid per share ......... 
Number of shares outstanding at 

end of year (note 3) (000’s) . 
Number of shareholders 


1974 
$ 457,827 


21,976 
4.43 


13,751 


$ 
$ 
$ 
$ 
$ 
$ 4,382 


90,578 
66,000 
11,004 


89,464 
53,981 


73,828 


56,911 
30,838 


$ 30,442 
RDS... 571 


$ 14,968 
$ 63,409 


$ 129,163 


$ 28,941 
$ 16,748 
$ 190,609 


$ 304,366 
$ 141,940 
$ 274,855 


$ 303,923 
$ 60.77 
9. 2.00 


5,001 
13265 


1973 
438,163 


48,860 
9.86 
7,100 
1.43 


10,757 
3,304 


92,798 
68,500 
128 


99,408 
53,725 


67,644 


80.935 
37,950 


21,156 
2,123 


9,076 
42,532 


116,582 


36,214 
25,218 
189,571 


325,155 
107,674 
289,101 


291,856 
58.36 
1.00 


5,001 
11,104 


1972 
274,578 


5,678 
1.14 
(49,456) 
(9.98) 


8,431 
2,946 


92,646 
70,800 
11,724 


89,665 
56,464 


80,870 
38,218 


36,717 
10,301 


3,910 
63,576 


71,137 


25,680 
12,897 
114,189 


353,314 
88,258 
301,921 


241,555 
48.31 
1.00 


5,000 
12,254 


1971 
210,864 


17427 
3.45 


11,698 
3,311 


99,933 
72,300 
11,543 


85,864 
60,985 


62,012 
14,569 


59,474 
69,217 


5,968 
146,214 


67,611 


26,601 
14,675 
118,745 


182,659 
314,354 
293,336 


289,629 
SCRE, 
2.78 


5,000 
12,178 


1970 
219,681 


42,190 
8.52 
(475) 
(0.10) 


10,208 
4,208 


97,405 
62,800 
O77 


84,141 
56,922 


50,320 
10,648 


51,567 
70,487 
4,946 


3.50 


4,955 
12,273 


1969 
190,805 


46,865 


80,647 
49,456 


52; fo2 
12,249 


37,245 
19,142 
1,778 


3.50 


4,946 
12,687 


Ferronickel delivered to customers, see note 3, page 22, of the notes to statement of supplementary information. 


This company was formed through an amalgamation of a number of companies in 1971. 


figures have been presented as if the amalgamation had been in effect throughout 1968 to 1971. 
Includes shares held by consolidated subsidiaries. 


See note 6, page 18, of the notes to consolidated financial statements. 


See note 5, page 17, of the notes to consolidated financial statements re partial restriction of funds. 


See note 1, page 16, of the notes to consolidated financial statements. 


1968 
148,525 


34,897 
TAZ 


5,877 
2,207 


91,639 
62,800 
7,986 


70,712 
39,787 


56,817 
24,612 


40,294 
Z5fO9 
1,692 


3.50 


4,905 
13,799 


For comparative purposes the 


FALCONBRIDGE NICKEL MINES LIMITED 


THE INTEGRATED 
NICKEL OPERATIONS 


Earnings 


The earnings of the integrated nickel 
operations before taxes decreased to 
$33,724,000 from $34,882,000 in 1973. 
After income and mining taxes of 
$25,329,000 ($15,457,000 in 1973) earn- 
ings amounted to $8,395,000 compared 
with $19,425,000. This decrease can be 
attributed to increased production 
costs, higher taxes and lower deliveries, 
being only partially offset by increased 
prices received for metals. 


As discussed on page 1, continuing 
representations are being made to 
the Ontario Government concerning 
the serious and completely unexpected 
disallowance of the cost of processing 
outside of Canada in determining profit 
subject to mining tax, which was legis- 
lated on February 21, 1975 retroactive 
to April 9, 1974. 

The ratio of income and mining taxes 
as a percentage of earnings increased 
from 44 per cent in 1973 to 75 per cent 
in 1974. 


Marketing Review 


Metal Deliveries 

The following table sets forth the 
deliveries of refined nickel, copper and 
cobalt in the years 1974 and 1973: 


Pounds* 

1974 1973 
Nickel products a 9 ae i 
in all forms 
(excluding 
ferronickel) 89,464,000 99,408,000 
Copper 53,981,000 53,725,000 
Cobalt 2,468,000 1,614,000 


* Excluding nickel and copper refined and 
delivered on a commission basis. 


Nickel deliveries in 1974 were con- 
siderably below the record level of 1973, 
which record was largely due to a 
significant drawdown of inventories 
during that year. Inventories of finished 
nickel at the end of 1974 were slightly 
below normal working levels. 


Deliveries of refined cobalt metal 
reflected the impact of full production 
following the rebuilding of the cobalt 
refinery in 1973. Increased metal pro- 
duction from the stockpile of feed 
material resulted in above normal 
deliveries. 


Metal Prices 

The producers’ base price for nickel 
was increased by six per cent in Janu- 
ary 1974 and by 14 per cent at mid- 


year to compensate for significantly 
higher costs of material and labour. 
Late in the year, the industry initiated 
further price increases for all nickel 
product forms and the current price for 
electrolytic nickel is now U.S. $2.01 per 
pound. 


The U.S. equivalent of the London 
Metal Exchange ‘‘spot”’ or cash price for 
copper wirebars averaged U.S. 93 cents 
per pound in 1974 as compared with 
U.S. 81 cents per pound in 1973. 
Speculative pressures held copper 
prices well over the U.S. $1.00 per 
pound level during most of the first half 
of 1974. Prices declined sharply during 
the second half of the year, reaching a 
low of U.S. 56 cents per pound at year- 
end. This was in response to a broad 
decline in the Western economies, 
higher production levels, and a result- 
ing rapid build-up of refined metal 
stocks. Preliminary 1974 statistics 
indicate that refined copper consumption 
in the non-Communist world was five per 
cent lower than in 1973 while production 
increased by two per cent. Producer, 
consumer and commodity exchange 
copper stocks increased significantly by 
the end of 1974. 


During 1974, the producers’ price of 
cobalt increased by mid-year from U.S. 
$3.10 to U.S. $3.75 per pound due 
mainly to strong market demand and 
the continuing weakness of the U.S. 
dollar in relation to European currencies. 


The producers’ price of platinum was 
increased in January, 1974, from U.S. 
$158 per troy ounce to U.S. $170 and 
in June to U.S. $190 per troy ounce, 
reflecting both higher production costs 
and strong markets during the first half 
of 1974. 


Gold and silver prices rose sharply 
in 1974 although speculative pressures 
resulted in erratic price behaviour. 


Operations Review 


General 

During the past year 4,337,000 tons 
were delivered to treatment plants from 
Company mines in the Sudbury area, 
compared with 4,293,000 tons delivered 
in 1973. Ore produced from the 
Manibridge Mine in Manitoba increased 
to 184,000 tons from 136,000 tons 
produced in the previous year. 


At Sudbury Operations, Lockerby 
Mine development and installations 
continued throughout the year. By year- 
end, sinking of No. 2 shaft, which will 
provide hoisting services for men and 
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materials and also serve as a fresh air 
intake for the mine, was completed to 
the 4200-foot level and development ore 
was being produced. The 1975 mine 
schedule calls for stope development 
with production reaching about one- 
third of the maximum output rate during 
the last quarter of the year. Ore will be 
trucked to Strathcona mill for treatment. 


Sinking of a 2000-foot internal shaft 
at the Onaping Mine, to develop the 
mine below the 4000-foot level, is under 
way. By year-end the shaft had reached 
the 4989-foot horizon. Hardy Mine 
ceased underground mining operations 
in May and crown pillar recovery, which 
began in 1973, continues as an open-pit 
operation. 


Sinking of the Fraser No. 1 shaft con- 
tinued all year and the sinking operation 
to the 5300-foot horizon was about 70 
per cent complete at year-end. 


Treatment Plants 


All plants operated at capacity 
throughout the year. The Strathcona 
mill enlargement, to accommodate the 
ore from Lockerby Mine, neared com- 
pletion at year-end. Smelting operations 
were affected by numerous shutdowns 
of short duration to reduce temporary 
sulphur dioxide emission peaks and by 
a severe and world-wide shortage of 
metallurgical coke which caused a price 
escalation of roughly 100 per cent for 
this material. A significant improvement 
was made in working conditions through 
a continuing program of smelter ventila- 
tion and dust control. 


Work commenced on the Smelter 
Environmental Improvement Program at 
Sudbury Operations, announced in 
1973. The cost of this project, including 
an associated acid plant, is expected to 
be about $95,000,000 based on detailed 
engineering and definitive estimates 
(including provision for further price 
inflation during the construction and 
start-up periods). Progress on the pro- 
gram was on schedule with $4,113,000 
having been expended to December 
31, 1974. The site is being prepared for 
construction to begin in the spring of 
1975. 


Early in the year the Company's out- 
standing financial claims in connection 
with the Nickel-lron Pellet Refinery were 
settled. Negotiations then commenced 
with Allis-Chalmers Corporation for 
leasing of the reduction section of the 
plant to that company for a commercial- 
scale test of its process for reducing 
iron ore. 
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FALCONBRIDGE NICKEL MINES LIMITED 


THE INTEGRATED 
NICKEL OPERATIONS (continued) 


Falconbridge Nikkelverk 
Aktieselskap 


A plant improvement program was 
begun to modify and improve the refin- 
ing process at Kristiansand, Norway, 
where the Company’s nickel-copper 
matte is processed to final product. The 
chief objectives of the program are to 
improve the working conditions in the 
plant, to reduce production costs and to 
increase the recovery of sulphur dioxide. 
The program is expected to be com- 
pleted by the end of 1977.. 


Employees 


Excellent Company-employee relations 
continued throughout the year. 


To help offset the effects of severe 
inflation, employees were granted 
special cost-of-living wage increases in 
April and again in November. 


Expenditures (Net) on 
Mines and Plants 


In 1974 the capital expenditures on 
mines and treatment plants increased 
considerably over those of the previous 
year. As in 1973, a large portion of the 
expenditures was in connection with 
preparation of the Lockerby Mine for 
production, and the sinking of the Fraser 
shaft. Substantial expenditures were 
also made at the refinery in Norway, the 
existing smelter, for the new smelter 
environmental improvement program 
and at producing mines in the Sudbury 
area. The total expenditures for the past 
two years are set out in the table below: 


1974 


1973 
Property, plant 

and equipment $14,011,000 $ 6,609,000 
Development 

and preproduc- 


tion 16,421,000 14,547,000 
$30,442,000 $21,156,000 
Oil drilling rig ‘‘Western Pacesetter I/I'’ in 


the Gulf of Mexico. The water depth at 
this location, offshore Texas, is 232 feet. 
Work was carried out in 1974 on behalf of 
group that includes the United States 
subsidiary of Alminex Limited. 


Ore Reserves 


The Company's ore reserves at the 

end of 1974 showed a minor decrease 
of 2,220,000 tons after mining 4,521,000 
tons during the year. The total tonnage 
of contained nickel metal compared to 
year-end 1973 was marginally lower, 
while the total tonnage of contained 
copper metal decreased proportionately 
with the ore reserve. 


At Sudbury Operations, exploration 
diamond drilling outlined and replaced 
65 per cent of the tonnage mined with 
better than average nickel grade 
material. Ore reserve reduction was 
partly caused by the removal of some 
low grade ore blocks now considered 
uneconomic. 


Total proven and probable reserves of 
the Company's Sudbury and Manibridge 
Operations were as follows: 


Average 


Year Tons of Ore 
1974 So ee ae ern ern a ieee 90,578,000 
O78 Pig ee eed tee ene eee 92,798,000 


Tons of 
Contained Metal Grade (%) 
Nickel Copper Nickel Copper 
1,266,000 615,000 1.40 0.68 
1,271,000 632,000 VB 0.68 


FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


Alminex Limited 


Actions of the federal and provincial 
governments during 1974 have created 
great uncertainties in the Canadian oil 
and gas industry. Provincial royalties 
have been increased and the federal 
government proposes disallowing de- 
duction of royalties and other payments 
to provincial governments and their 
agencies in determining income subject 
to taxation. These measures have 
resulted in a substantial decline in the 
industry's exploration programs, and 
delays in development of the Alberta 
oil sands. 


Earnings by Alminex for the year were 
$4,852,000 (1973 — $3,117,000) after 
taking into consideration the impact of 
increased federal and provincial levies 
in 1974. Gross income from sale of 
products after provincial and freehold 
royalties was $14,319,000 (1973 — 
$11,329,000). Royalties of 
$6,979,000 (1973 — $2,204,000) as a 
percentage of total product sales 
have more than doubled, to 33 per 
cent from 16 per cent in 1973. The 
impetus of the new provincial legisla- 
tion is directed toward royalties rather 
than a tax on income. The increased 
revenues from higher prices (which are 
largely controlled by the government) 
were for the most part offset by 
increased provincial royalties and lower 
production. Exploration expenditures, 
provisions for depletion and property 


surrenders have all increased over 1973. 


New income tax legislation increased 
the tax provision by $237,000 in 1974, 
the increased federal income taxes 
being only partially offset by lower 
provincial taxes. Also, during the year, 
the Company adopted the tax allocation 
method of accounting for timing differ- 
ences between financial income and 
taxable income. This resulted in a 
charge to income of $348,000 for the 
year, and a charge of $2,569,000 to 
retained earnings for prior periods. 
Dividends paid during the year re- 
mained unchanged at 24¢ per share, 
for a total of $1,839,000 in 1974. 


During 1974 Alminex’s gross sales 
volume of crude oil and natural gas 
liquids averaged 8,600 barrels per day, 
a decrease of five per cent from 1973. 
The average gross sales volume of 
natural gas was 27.1 million cubic feet 
per day, a decrease of two per cent from 


1973. Sulphur markets improved during 
the year and increased 23 per cent to 
5,580 long tons per annum. 


Proven and probable reserves of all 
commodities, previously reported 
excluding all royalties, have been 
restated to include all royalties. 
Reserves of crude oil and natural gas 
liquids declined 10 per cent to 
45,227,000 barrels, reflecting the year’s 
production and minor adjustments and 
additions. Reserves of natural gas 
decreased two per cent to 184.3 billion 


Capitalization 
Common shares 


Production 


Crude oil and natural gas liquids — barrels per day .... 
Gas — thousands of cubic feet per day ... 
SUID Ut —— ON GetO lS mew ae ear eee 


* Restated (see commentary) 


Reserves (proven and probable) 


Crude oil and natural gas liquids — barrels 
Natural gas — billions of cubic feet ....... 


Sulphur — long tons 
*Restated (see commentary) 


Financial 


Gross income from sale of products less royalties .......... 


Earnings before write-offs for depreciation, 
Dropentvasunrenc ene Cimmmrn nari in enna 


INCOMOS taXaeeey een. en een atane cece sien. « 
Earnings» attensallchargeS emacs ena: 
DIVIGENGS? DalCiewerarerree tare kare cm kn: 


*Restated (see commentary) 


Falconbridge interest* in 


Earnings! after all charges {.....5......... 
Dividends? paldieyewu eae. ceudrn greatness 
Excess of earnings over dividends ........ 


* Before consolidation adjustments. 


Management 1974 


President J. 
Vice-President and General Manager J 
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cubic feet after subtracting the year’s 
production and adding new reserves. 


A major area of exploration activity 
during the year centered in the Gulf of 
Mexico where the Company now holds 
varying interests in nineteen lease 
blocks. Production platforms have been 
constructed on two of the blocks. Dis- 
covery wells in which the Company has 
an interest were drilled in Turkey, off- 
shore Texas, offshore Louisiana and 
Colorado in the United States, and 
Alberta and British Columbia in Canada. 


As at December 31, 1974 
Outstanding Held by Falconbridge 


th eee 7,662,661 3,913,871 51.1% 
Year ended December 31 
1974 1973" Increase 
8,600 9,091 (5.4%) 
Pie oe Oe 27,129 27,686 (2.0%) 
A eee ty: Binet 5,580 4,548 22.7% 


As at December 31 


1974 1973* 
Sr en Berea 45,277,000 50,536,000 
ea Ree 184.3 187.8 
ered Pe ities tae 316,000 346,000 


Year ended December 31 


1974 1973* 
$14,319,000 $11,329,000 
depletion and 
Phe eine tee 7,431,000 5,521,000 
PO ern rad heron od 3,455,000 2,225,000 
eR ee ere 4,852,000 3,117,000 
ee eee oc 1,839,000 1,837,000 


Per share of 
Falconbridge 


hit Chests ante a $ 2,479,000 $ .50 
See omy are earn 940,000 19 
Leone & kaamnerers ¢ $ 1,539,000 $ 31 
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FALCONBRIDGE NICKEL MINES LIMITED 


MARKETING 
ACTIVITIES 


FALCONBRIDGE 
INTERNATIONAL LIMITED 


The Nickel Industry 


Demand 


In 1974, the nickel industry experi- 
enced firm demand world-wide. 
Shipments to non-Communist countries 
exceeded 1.2 billion pounds for the first 
time in history. The year 1974 turned 
out to be a record year even though 
shipments were limited by supply. 


In early 1975, some weakening in 
demand became evident in certain end- 
uses. However, cyclic behavior is a 
well known facet of business in the 
metals industries. In the nickel industry, 
markets respond moderately to the 
general level of industrial activity and 
over the years temporary periods of 
over- and under-supply have been 
experienced. Producers and consumers 
alike must not allow short-term fluctua- 
tions in demand to distort the long-term 
outlook. For example, producer 
inventories, accumulated during the 
1970-71 downturn in demand, quickly 
disappeared in 1972-73 and a period 
of tight supply followed early in 1974. 

It is most important to note that devia- 
tions above and below the long-term 
shipment growth trend have been 
relatively insignificant. Falconbridge 
expects the long-term growth trend of 
6.5 per cent per annum to continue and 
the Company's planning is based on 
this forecast. 


Technology 


The stainless and alloy steelmaking 
industry consumes more than half the 
nickel produced. Consequently, changes 
in steelmaking technology can bring 
about significant changes in the prod- 
uct mix required in the market place. 


Since the mid-1960’s, total world output 
of ferronickel and sinter oxide has 
grown more than three-fold as new 
steelmaking technology, particularly 
the introduction of the Argon-Oxygen 
process, accelerated the trend towards 
increased usage. This significant trend 
can be attributed to three factors — 
availability, changes in steelmaking 
technology, and price. 


Falconbridge ferronickel is an 
extremely flexible charge material and 
has found wide usage in Argon-Oxygen 
stainless steelmaking. 


Prices 


In late 1974, ferronickel prices were 
increased more than prices for pure 
nickel and sinter oxide: depending on 
the various product grades, ferronickel 
prices currently are at, or near, the base 
price for electrolytic nickel. Ferronickel 
projects are energy-intensive and have 
been vulnerable to the recent world- 
wide escalation in fuel prices. 

In addition to nickel, ferronickel 
products furnish high quality iron units 
of known and consistent grade; ferro- 
nickel’s contribution to a steel furnace 
melt is greater than that of a ‘nickel 
only” product. 


Marketing 


For more than 40 years, European 
sales of nickel, copper and cobalt were 
handled by representatives. However, 
in the early seventies, as the marketing 
environment changed and competition 
grew stronger, it became necessary for 
major metals producers to provide their 
own internal professional skills in order 
to develop markets. Consumers 
demanded direct contact with the pro- 
ducer. Consequently, in 1971, Falcon- 
bridge International Limited started to 
build its own European marketing organ- 


ization, Falconbridge Europe S.A., in 
Brussels. The transition has resulted 
in significantly more effective customer 
contact at considerably less cost. 


In addition to nickel, copper, other 
metals and by-products, Falconbridge 
International also markets a broad range 
of commodities including ferrous and 
non-ferrous metal concentrates, semi- 
refined base metals and refined pre- 
cious metals produced by the Falcon- 
bridge Group associated and subsidiary 
metal mining companies. The commodity 
marketing function in Toronto handles 
approximately $200,000,000 worth of 
materials produced each year by these 
companies. Originally, “commodity 
marketing” provided commercial advice 
and market research only. Today, this 
department negotiates contracts and 
arranges the sale of output from nine 
producing companies in the Falcon- 
bridge Group. The commodities sold 
include copper, zinc, lead and iron ore 
concentrates, blister copper, refined 
gold, platinum, palladium and other 
platinum group metals. Sales are made 
in all major world markets including 
Europe, Japan and the U.S.A. 


During the year, strong sales support 
was provided to the Falconbridge 
Group through other marketing services 
including customer service, product and 
market research, technical service, 
transportation and distribution manage- 
ment and marketing communications. 


Management 1974 


President and 
Managing Director W. G. Dahl 


Vice-President Sales D. M. Henderson 
Vice-President 


Administration E. H. Holm 


Electrolytic nickel squares, a ferronickel pig and 
NICKEL 98 granules especially photographed for use 
in international advertising 
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FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


Blanket Mine (Private) Limited Exploration diamond drilling of pillars 
and blocks in the vicinity of the old 


Although tons milled during the year workings in the upper part of the mine 


increased to 161,000 compared to 


159,000 in 1973, gold production de- was successful in adding 130,000 tons 
creased by 5 359 ounces to 22 201 to ore reserves. Exploration at depth 
ounces. This decrease in ounces was returned some interesting gold values 
more than offset by the higher price and this will be followed Up in 1975. The 
received for gold during the year with dewatering of the old workings on the 
the result that earnings for the year Feudal mine was completed and shaft 
increased to Rhodesian $824,000 from sinking was started at the bottom of the 
Rhodesian $606,000 in 1973. old shaft. 

As at December 31, 1974 
Capitalization Outstanding Held by Falconbridge* 


COMMONE-SHAKESS 7 see hak ee ieee Sonne eee 9,208 9,208 100% 
* Through wholly owned subsidiary 
Ventures of Africa Limited 


Year ended December 31 
Production 1974 1973 


Oleh MNS awa wisn ged sa badesuse Quechee eon oak 161,000 159,000 
ds uadl Gee aa od hiner er ence 22,201 27,560 


Financial Year ended December 31 
(Rhodesian $1.00 equals Cdn. $1.72 at Dec. 31, 1974) 1974 1973 


Net revenue from bullion produced ................... R $ 2,027,000 R$ 1,588,000 


Earnings sbeforemGepreciation sess enna 909,000 674,000 
Selma cliteie CUIINCIENCES: 2.5 ncn sodecvussedacuaduenes 824,000 606,000 
Dividends epaldi tt gnc eysere so toate ee eee er 720,000 
Workingpcapiterist os eo ikr cee tae aaa oe ere ere 705,000 653,000 
Per share of 
Falconbridge interest* in Falconbridge 
Earning smattenaalllc al C CS sean ae aaa ne R$ 824,000 Raelizs 
Dividends apa wire cece sry: sence eet ae mee eect nearer one De 720,000 athe) 
Excess of earnings over dividends .................... R$ 104,000 R $ .02 


* Only dividends received by Falconbridge are reflected in consolidated earnings. 


Management 1974 


Managing Director H. H. Bird 
Mine Manager A. Ryan 


Falconbridge Copper Limited 


Earnings for the year amounted to 
$8,684,000 or 72 cents per share com- 
pared with $27,592,000 or $2.30 per 
share in 1973. 


The Company paid dividends of 
$9,590,000 during the year, the same 
as in 1973. A total of $9,818,000 was 
expended on property, plant and equip- 
ment, as against $6,320,000 in 1973. 
Preproduction expenditures totalled 
$5,150,000 compared with $2,756,000 
in 1973. 


Surface and underground exploration 
and development continued during the 
year at a cost of $3,993,000 compared 
with $3,619,000 in 1973. 


During the year 58,729,000 pounds of 
copper and 38,807,000 pounds of zinc 
were produced compared with 
80,935,000 pounds of copper and 
37,950,000 pounds of zinc produced 
in 1973. The 1974 production includes 
Falconbridge Copper’s share of produc- 
tion from the Sturgeon Lake Joint 
Venture. 


Lake Dufault Division 


Operating profit amounted to $7,681,000 
compared with $17,820,000 in 1973. 


The average price received for copper 
contained in concentrates produced 
during the year was 82 cents per pound 
compared with 78 cents per pound in 
1973, while the price received for zinc 
was 39 cents per pound compared with 
26 cents per pound in 1973. 


Copper production was lower than in 
1973 due to a lower grade of ore 
treated. The mill treated 553,200 tons 
of ore in 1974 compared with 555,300 
tons in 1973. Mill head grade averaged 
2.38 per cent copper and 3.54 per cent 
zinc compared with 3.65 per cent 
copper and 4.41 per cent zinc in 1973. 
A high proportion of the ore treated in 
1974 came from low grade sections of 
the Millenbach Mine. 


Production of copper totalled 
24,453,000 pounds compared with 
37,783,000 pounds in 1973. Production 
of zinc totalled 30,838,000 pounds com- 
pared with 37,950,000 pounds in 1973. 


Ore reserves at the end of the year 
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Transloader underground at Falconbridge Copper’s Lake Dufault property. 


were calculated to be 2,456,000 tons, 
with an average grade of 3.2 per cent 
copper and 4.0 per cent zinc. This 
figure includes 315,000 tons of Norbec 
ore, stockpiled on surface, with an 
average grade of 1.18 per cent copper 
and 2.07 per cent zinc. 


The Norbec mine was closed effective 
December 31 when economic produc- 
tion was no longer possible. The 


Norbec portion of the mill tonnage will 
be obtained during 1975 from the 
Norbec ore stockpile. 


During the year surface drilling was 
successful in discovering a significant 
copper-zinc zone approximately 7,000 
feet west of the Millenbach shaft. It is 
planned to explore the area in detail 
from underground. A new shaft will be 
required to do this. 
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FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


Opemiska Division 


Operating profit amounted to $9,447,000 
compared with $18,418,000 in 1973. 


The average price received for copper 
contained in concentrate produced 
during the year was 83 cents per pound 
compared with 80 cents per pound in 
1973. 


Copper production was lower than in 
1973 due to lower tonnage and a lower 
grade for the ore treated. The mill 
treated 927,000 tons of ore during the 
year compared with 1,063,000 tons in 
1973. Mill head grade averaged 1.85 
per cent copper compared with 2.14 
per cent in 1973. During 1974 there 
was a shortage of skilled mine workers 
at Opemiska, and a high percentage of 


Capitalization 
Common shares 


REKaeNe PUM AG) WAS 


the ore milled was drawn from large, 
low-grade ore zones. 


Production of copper totalled 
32,458,000 pounds compared with 
43,152,000 pounds in 1973. 


Ore reserves at the end of the year 
were calculated to be 6,376,000 tons 
with an average grade of 2.35 per cent 
copper. 


Construction of the plant at the Cooke 
mine was completed. At year-end the 
shaft had reached a depth of 1,029 feet 
with five level stations established. 


A new three-year labour agreement 
was negotiated effective April 1, 1974. 
A shortage of experienced miners 
hampered both production and shaft 
sinking during the year. 


As at December 31, 1974 
Outstanding Held by Falconbridge 


6,509,689 50.2% 


* Includes 983,000 shares on which Falconbridge Nickel has disclaimed dividends until the 
Sturgeon Lake property is declared to be in commercial production. 


Financial 
Revenue from metal shipments 


Earnings after all charges 


Falconbridge interest* in 
Earnings after all charges 


Excess dividends over earnings ... 


Earnings before amortization and depreciation 
DividendS? DaiGi ie seeest 28 ata rir eee Pere 
WOVE MIMOMCCIONEN Eset aaee ect heute coceogoe 


DividendsSoalCimvews een en. eee ee 


Year ended December 31 


1974 1973 
oicn eee ere $64,993,000 $79,278,000 
Jaen eae 13,036,000 31,707,000 
SS RS 8,684,000 27,592,000 
05, NN 9,590,000 9,590,000 
72 ee 16,748,000 25,218,000 


Per share of 
Falconbridge 


tito Lm ie ee $ 4,003,000 


$ .81 
4,421,000 .89 
$ .08 


hentia: 2: eee $ 418,000 


“ Before consolidation adjustments and excluding 983,000 shares referred to above. 


Management 1974 


Chairman of the Board, M. A. Cooper 
President, J. R. Smith 


Manager — Opemiska Division, J. P. Bonneville 
Manager — Lake Dufault Division, W. R. Wright 
Manager — Sturgeon Lake Joint Venture, H. R. Graham 


Sturgeon Lake Joint Venture 


Plant construction was accomplished 
ahead of schedule and the breaking-in 
of the concentrator was started in Sep- 
tember. The open-pit operation was 
also ahead of schedule and ore was 
available for September. Metallurgical 
problems were encountered in the plant, 
mainly in copper-lead separation. Mill 
tonnage is being maintained at two- 
thirds capacity until the problems are 
resolved. 


The mill treated a total of 82,592 tons 
of ore in the four months. Mill head 


grade averaged 2.05 per cent copper, 
7.59 per cent zinc and 1.09 per cent 
lead. Production of copper totalled 
1,947,000 pounds; zinc totalled 
8,532,000 pounds. 


Ore reserves at the end of the year 
were calculated to be 2,172,000 tons 
with an average grade of 2.80 per cent 
copper, 10.19 per cent zinc, 1.42 per 
cent lead, 5.82 ounces silver per ton 
and .021 ounces gold per ton. 


Falconbridge Copper’s share of net 
expenditures for the year for plant and 
preproduction was $12,233,000. 


Sturgeon Lake Mines Limited 


Capitalization 
Common shares 


As at December 31, 1974 


Held by 
Outstanding Falconbridge Copper 
oe 1,000,000 670,000 67% 


Financial 


The financial statement is consolidated with that of Falconbridge Copper Limited 


Management 1974 
President — J. R. Smith 


Manager — H.R. 


Graham 
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Section of the concentrator at 
Sturgeon Lake mine in northwestern Ontario. 


FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


| 
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Fahralloy employee examines detail of a “‘SIMPLOK”’ slusher-scraper Centrifugally cast high-alloy steel tubing is produced in the Fahralloy- 
manufactured for use in underground mining. The boltless unit was Wisconsin Limited plant at Orillia for use in the basic steel industry. 
designed and patented by Fahralloy Canada Limited and is produced Photograph shows a rough tube being machined in a vertical 

in the company's plant at Orillia, Ontario. boring mill. 


Fahralloy Canada Limited 


Tonnage shipments of shell and sand 
moulded castings by Fahralloy increased 
eight per cent, and the total value of 
shipments increased 36 per cent, in 
comparison with 1973. The attainment 
of higher sales prices in 1974, coupled 
with better control of labour costs, 
resulted in a more satisfactory 
performance. 


The total value of centrifugally cast 
products shipped by Fahralloy- 
Wisconsin Limited, in which Fahralloy 
has a 50 per cent interest, increased 
37 per cent over 1973, accompanied by 
improved profitability. 


Both Fahralloy companies have very 
heavy order backlogs, presenting 
challenges to increase production and 
shipments in 1975. 


Capitalization 
Common shares 


As at December 31, 1974 
Outstanding Held by Falconbridge 


701 701 100% 


Financial 
Depreciation 


Equity in earnings of Fahralloy-Wisconsin Limited 


Income taxes 


Year ended December 31 


1974 1973 
5 phan $ 329,000 $ 319,000 
Si erage 57,000 26,000 
st Ae ee ee 210,000 (76,000) 
alsa oe anata ees 346,000 (9,000) 


Management 1974 
Chairman of the Board 
President and Managing Director 


J. J. Mather 
J. A. Wilson 


Falconbridge Dominicana, C. por A. 


Open-pit mining activity in the hills near Bonao, Dominican Republic. In the valley is 
Falconbridge Dominicana’s metallurgical complex. 


‘ 


Casting ferronickel “‘pigs” in Falconbridge 
Dominicana’s metallurgical! plant. 
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FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


Falconbridge Dominicana, 
C. por A. 


Net earnings for the year were 

RD $2,112,000 of which RD $106,000 
were transferred to the legal reserve. 
(RD $1.00 equals U.S. $1.00 at the 
official rate of exchange.) This com- 
pares with net earnings of 

RD $14,157,000 in 1973. The decreased 
earnings reflect the unprecedented 
inflationary pressure to which all costs 
have been subjected and in particular 
the escalation in fuel oil costs which 
virtually quadrupled during the year. 
Ferronickel shipments having a total 
nickel content of 68,709,000 pounds 
were made in 1974 as compared with 
66,300,000 pounds in 1973. 


Three increases were announced 
during the year in the producer price of 
ferronickel to U.S. consumers. In each 
case corresponding price adjustments 
were made in all other markets through- 
out the world. However, as a result of 
the Company’s obligation to fulfil con- 
tractual commitments made in the 
highly competitive markets of prior 
years, only very limited benefit accrued 
to the Company from the increased 
producer price which, with effect from 
December 1, 1974, has been U.S. $2.01 
per pound of nickel contained. 


Expenditures during the year on 
property, plant and equipment amounted 
to RD $5,552,000. The long-term debt 
at the end of the year was 
RD $156,342,000, exclusive of 
RD $12,484,000 which matures in 1975. 
Mortgage borrowings for urban develop- 
ment, included in the long-term debt, 
amounted to RD $2,337,000. The first 
scheduled repayment of the Series B 
demand mortgage notes and the con- 
tinuing repayments of the World Bank 
Loan were made during the year. Long- 
term debt repayment during the year 
amounted to RD $12,482,000. 


Approximately 2,300,000 dry short 
tons of ore were delivered to the plant 
during the year. The plant continued to 
operate in excess of its design capacity. 
Various additions and modifications to 
the ore preparation circuit were made 
and operating techniques continued to 
be refined. Continued effort is being 
applied to mitigate the effects of cur- 
rent economic conditions. 


The ore reserves at the year-end were 
66,000,000 dry short tons grading 1.58 
per cent nickel. 


Exploration within the Concession area 
was continued. An evaluation of the 


results of geophysical, geochemical and 
geological work outlined areas which 
contained no significant mineralization. 
The Company renounced its rights and 
title to a portion of these areas prior 

to the year-end. 


At the end of 1974 the total work 
force numbered 2,068 of whom 1,963 
were Dominican and 105 were expatriate 


personnel. Harmonious labour relations 
prevailed between the Company and its 
employees throughout the year. 


All personnel engaged in the enter- 
prise continue to render loyal and effi- 
cient service. The co-operation of 
officials of the Government of the 
Dominican Republic is gratefully 


~ acknowledged. 


Capitalization 
Common shares 


Production 


Ore mined and delivered to plant—dry short tons .......... 
Deliveries of ferronickel — nickel content in pounds 


Financial 
(RD $1.00 equals U.S. $1.00) 


Revenue from metal shipments ............ 


- 1,500,000 


As at December 31, 1974 
Outstanding Held by Falconbridge 


985,672 65.7% 


Year ended December 31 


1974 1973 
2,300,000 2,300,000 
se 68,709,000 66,300,000 


Year ended December 31 
1974 1973 


RD $101,517,000 RD$ 91,283,000 


Earnings before interest on debt, depreciation and 


amortization 


elaine Ciel Ell CMEWCES oon so co cn eno 
WGK UIC INC DTC ene ere eee ee 


Long-term debt (excluding RD $12,484,000 in current 


liabilities) 


Falconbridge interest* in 
Earnings after all charges 
* Before consolidation adjustments. 


Management 1974 


Re ee 26,636,000 45,958,000 
See sy) 2,112,000 14,157,000 
Seer 29,216,000 36,359,000 
ah Raden 156,342,000 168,829,000 
Per share of 
Falconbridge 
Pcie. Cdn. $ 


1,036,000 Cdn. $ .21 


President M. A. Cooper 
Executive Vice-President E. L. Healy 
Vice-President and General Manager _ |. H. Keith 


Giant Yellowknife Mines Limited 


Earnings for the year decreased to 
$2,779,000 in 1974 from $4,271,000 in 
1973. This decrease resulted from lower 
gold production and greatly increased 
operating costs, which were only par- 
tially offset by the higher prices received 
for gold during the year. 


Production in 1974 from Giant Yellow- 
knife Mines Limited and its subsidiaries, 
Lolor Mines Limited and Supercrest 
Mines Limited, totalled 328,000 tons. 
With the increasing price of gold, the 
cut-off grade was progressively lowered. 
In April, studies indicated that the 
remnant pillars in the upper ‘‘A’”’ shaft 
area could be profitably mined by open- 
pit methods with the result that 480,000 
tons of ore, grading 0.3 ounce of gold 


per ton were added to reserves. By year- 
end, stripping in the pit area was well 
advanced and some ore was produced. 
Combined production of gold was 
102,000 ounces, a considerable drop 
from the preceding year. 


Total developed reserves as of 
December 31, 1974, were 2,400,000 
tons at 0.33 ounce of gold per ton com- 
pared to 1,173,000 tons averaging 0.38 
ounce of gold per ton at the end of 
1973. 


A new collective bargaining agree- 
ment was signed in October after diffi- 
cult negotiations. Operations were 
restricted all year by a shortage of 
skilled miners. 


There were no important finds in the 
exploration program. 


‘ : 

pig <e 

' Mines 

cere gt 

fh, Mees r 

areas a gi 

RAG es * ial wt Rae tt At ot Pe “ 

Ra gett, fy +e pa: is re Pe ae Oras EN 

hg a Rk Up eanaigcan ye ‘ vs dea an oak BER 

ie ow <Seaihiels? > Bi fat ae et og . es 
Mest Ramin TAS ae tn, eS Bagh tee Gog ght 

he Bie Te a i eh Oe Rey ate Siege 
a ia me ane ae ie a * 


Indusmin Limited is an international supplier of 
industrial minerals to a wide range of industries. 
Shown here is product loading at the Halton, 
Ontario plant of the Aggregates Division. 
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(Giant Yellowknife Mines Limited — continued) 


As at December 31, 1974 
Outstanding Held by Falconbridge 


4,303,050 824,413 19.2% 


Capitalization 


Common shares 


Year Ended December 31 


Production (Consolidated) 1974 1973 
ROMS el ESC wete meee Res Fee Ak Ol 0 Te NN bev Le 328,000 389,000 
Goole! joltoelttese! = OUNESS: .. oso gccnnccavsuacoaassateeanse 102,000 158,000 
Financial (Consolidated) 
REVEnUeR rome metalSs produced eae a en ene ere $16,518,000 $17,187,000 
Earnings before amortization and depreciation ............ 2,914,000 4,764,000 
AMINES liste lll CiMeiCeS .2s.ceccec so cs ucoasarensndesen: 2,779,000 4,271,000 
Dividends paid — 50¢ per share, 1974 .................... 2,151,000 

= NelOh: Novel ptSiAkeMmes| WIMSWASY Sh Gur oo oa cna So ased- 2,582,000 
Working capital ...... eRe REE, ey Ne SA EM Lace | 10,308,000 9,972,000 

Per share of 

Falconbridge interest* in Falconbridge 
EAUAMMACS Bineir CU CIMEICES 2. no oc braces on pons cacoeseasseny $ 534,000 $11 
DIViGENaSe DGG Mae ean cAAs/A ye sak OSM rey ne peda enone 413,000 .08 
EXOGSSS Oi GEIMMINGS OVE? CIVICS ...2..e5naseess0sce5055 Sede 1,000 $ .03 


* Only dividends received by Falconbridge are reflected in consolidated earnings. 


Management 1974 

President and Managing Director D.R. De Laporte 

Mine Manager D. J. Emery 

Ga I TS a A PN aS a 


Indusmin Limited and cash recovery per share were $1.20 


and $3.80 respectively. 
Fe hie Spe aie ate: Indusmin is a major supplier of three 


; industrial minerals, nepheline syenite, 
SSRN Deas at 1 ey: silica and limestone, to the glass, con- 
y J . t j j 2 
decline in profitability was due to the preleg no nucle Cetainic apa Oe 


ae ae sives, plastics, chemical and other 
sharp rise in operating costs and the industries. The Company has producing 
recession-induced decline in sales in 


I quarries and plants at six locations in 
November and December. Net earningS Quebec and Ontario. 


As at December 31, 1974 
Outstanding Held by Falconbridge 


1,167,901 806,030 69% 


Capitalization 
Common shares 


Year ended December 31 


Financial 1974 1973 
Sales-70t sal ORO UCtS same israes wacyean ie rrmenneeties tnu-ieectal Cra lel onc $17,863,000 $16,145,000 
Earnings before amortization and depreciation .............. 3,574,000 3,896,000 
SEMA: Give lll MEGS Gy ccc. o ss vas ascangunoeaseasanc 1,396,000 1,836,000 
DYNAeF=iqrols” jevelitoli——= 7Aay fovele GIMEWEY oo Goo oon apoenobaboasaeroe 875,000 875,000 
WOnkiINGisCa pital ieectnr iss seek ace ee os) nah nae 2,269,000 1,637,000 
Per share of 
Falconbridge interest* in Falconbridge 
ESViMineS Guuele Gill CIRWGIES: .o55 co .ccnceaeonccosmeucouaouut $ 963,000 $ .19 
Dividends: paid: = ale akties ws) gepheneneNeis Cour cistrah eis «s 604,000 2 
EXCessnoi CalminGShOVemciVid ChCS immer irn itn eine centye $ 359,000 $ .07 


* Before consolidation adjustments. 


Management 1974 


President and Managing Director J. J. Mather 
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FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


Kilembe Copper Cobalt Ltd. 


A preliminary report issued to the 
shareholders of Kilembe Copper Cobalt 
Ltd. reveals that its subsidiary, Kilembe 
Mines Limited, incurred a loss for 1974. 
The loss results from a combination of 
factors including increasing shortages 
in local supplies, difficulties en- 
countered in the movement of 

imported goods from the port to the 
mine, and the unavailability of sufficient, 
trained personnel. In addition, in the 


latter part of the year, decreasing prices 
were received for copper shipments. As 
a result the ability of Kilembe Mines to 
continue operations on an economic 
basis has been drastically impaired. The 
situation has been brought to the atten- 
tion of the Uganda Government and 
efforts are being made to resolve the 
difficulties. 


The audited financial figures are not 
available. 


Capitalization 


As at December 31, 1974 
Outstanding Held by Falconbridge 


COmmoOnmesShaneSs aie eet so: eee en ere ree eee 3,877,027 2,820,827 72.8% 
Year ended December 31 
Production 1974 1973 
TONS: Milled Tyla et Se Sol ee ee ee ee 708,000 821,000 
Blistemicoppensproduceds imeinGetOnSme si aan 8,900 10,000 


Management 1974 


Kilembe Copper Cobalt Ltd. 
President, G. T. N. Woodrooffe 


Kilembe Mines Limited, 
Managing Director, M. D. Cruickshanks 


Oamites Mining Company 
(Proprietary) Limited 


Earnings for the year were $1,912,000 
compared to $3,209,000 in 1973. 

This 40 per cent decrease in earnings 
was caused almost entirely by increased 
costs due to inflation in wages and 
materials. 


Tons milled (metric) increased by 11 
per cent during the year to 617,000 tons, 
but the grade of ore produced was lower 


Capitalization 
Common _ shares 


than last year due to decreasing vein 
widths towards the limits of the ore 
body, with proportionally increased 
dilution. Depth development was then 
emphasized to achieve grade 
improvement. 


The balance of the debentures out- 
standing at the end of 1973, amounting 
to $2,920,000, was redeemed during the 
year resulting in a repayment to 
Falconbridge of $2,224,000. 


As at December 31, 1974 
Outstanding Held by Falconbridge 


253,680 190,000 74.9% 


Long Term Debt 
Redeemable unsecured debentures — 8%. 


Balance of principal outstanding was redeemed during the year. 


Falconbridge was repaid $2,224,000. 


Production 


Tons ore milled (metric) 
Mill head grade (% copper) 
Mill recovery (%) 


Recoverable copper — pounds 


Financial 
Revenue from sales of concentrates 


Earnings before amortization and depreciation 


Earnings after all charges 


Concentrates produced ‘(metric dry tons) it 


Falconbridge interest* in 
Earnings after charges 


* Before consolidation adjustments. 


Management 1974 
Chairman A. E. Pugsley 
Mine Manager _ K. E. Mantell 


Year ended December 31 


OG 1973 
eid ek Re eee 617,000 556,000 
| ee Wales! Heo 
Me eth Wet aie 91.32 92.98 
| ee lle RR 19,000 20,000 
Ne eae eee 14,013,000 15,425,000 
PE ee eee $13,660,000 $13,643,000 
ee rae ea 3,000,000 4,171,000 
MR a yt eatin at 1,912,000 3,209,000 
Per share of 
Falconbridge 
DN eee bk Mareen $ 1,482,000 $ .29 


New Quebec Raglan Mines 
Limited 
No work was carried out at the site 


in 1974. Studies continued on the 
feasibility of bringing the properties 


into production. 


Expenditures in 1974 mainly involved 
maintenance of the properties and 
insurance charges. Working capital 
decreased during the year by $46,000. 


Capitalization 
Common shares 


New Quebec Raglan Mines Limited ..... 


Preferred shares 
Raglan Quebec Mines Limited 
SYS: [OWSICIMEC 5 ok as eR 


Management 1974 — President, J. R. Smith 


SVoOmDLeleneGiun es oy arna te tes ook es 
Geom DIelened: «nas 26. ons cos eee. 


As at December 31, 1974 


Outstanding Held by Falconbridge 
en 7,760,294 5,296,490 68.3% 
ete: 7,500,000 7,500,000 100% 


oe 7,500,000 7,500,000 100% 
a 2,261,029 2,261,029 100% 


United Keno Hill Mines Limited 


The highest earnings in the Company’s 
history, amounting to $5,785,000, 

were recorded in the year. This was an 
increase of $2,160,000 over 1973 (as 
restated), with silver production remain- 
ing about the same. The increase in the 
silver price was the sole reason for the 
large increase even though direct costs 
increased by 31 per cent over 1973 as 
a result of the inflationary trend in 
material, power, and labour costs. 


Ore reserves improved over those of 
1973. The improvement occurred within 


Capitalization 


Common shares .......... ee in, Sr RE 


the limits of producing mines. Area 
exploration failed to disclose any major 
mineralized zones. 


Fill-in drilling was completed on the 
DEF copper property, with some im- 
provement over previous results. No 
further exploration work is planned. 
Discussions were initiated with American 
Smelting and Refining Company and 
Silver Standard Mines Limited, who own 
the adjacent Minto claim group, to 
determine the possibility of carrying out 
a joint feasibility study on the DEF-Minto 
claim group. 


As at December 31, 1974 
Outstanding Held by Falconbridge 


piss Riss 2,470,000 p99,989 48.4% 


Production 


MOR SROLC MCC Meath cee eae yews tes ose a ps 
O©uncesmsilvem PrOdUCEC ~eers..)es sus. 
RoUndsmeads produced mae. es. ss eae... 
POWIMCIS Zine: folmere Weel 6.0. acon aacum one ue 


Year ended December 31 
1974 1973 


a eo eek ees 93,000 95,000 
es cn Kee ak ae 3,238,000 3,135,000 
eo ie, ae ie 6,735,000 7,262,000 
ee Nat eae 545,000 1,345,000 


Financial 


Revenue from metal shipments ............ 
Expenditures on exploration and development 
Earnings before depreciation and amortization 
Eanningsmatteieall ChargeS ern eee 
Dividends paid — $1.00 per share, 1974 ... 

—40¢ per share, 1973 ..... 
WWOMKINGMCaDItAl tmeatice tes Go tose aia asad 


* Restated 


Es Pee ee ple $17,481,000 $11,614,000 
Sern Sed © ok 1,591,000 1,266,000 


ee ease eck: 6,135,000 3,990,000* 


otc nas oe Re 5,785,000 3,625,000* 
ME ere tkor es 2,470,000 

PF AR acre 988,000 
os ale ae hors 13,352,000 10,208,000 


Falconbridge interest* in 


EdtminoSeanteh allacmanGeSawa writs r esa: 
Oivatoleinvekss orsliel’ so bole o lochs ener me Nene 


Excess of earnings over dividends ........ 


* Before consolidation adjustments. 


Per share of 
Falconbridge 


PENS ORES Ste $ 2,800,000 $ .56 
IPM tap tes IS oeae 1,196,000 


24 
ee hears ee $ 1,604,000 $ .32 


Management 1974 
President D. R. De Laporte 
Mine Manager D. P. Walli 
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FALCONBRIDGE NICKEL MINES LIMITED 


MAJOR SUBSIDIARY 
AND ASSOCIATED 
COMPANIES 


i 


Drill hole blasting and loading at Wesfrob’s 
open-pit operation, Tasu, B.C. 


Electron microprobe in Falconbridge Metallurgi- 
cal Laboratories is used to study precise 
distribution of elements in ores, metals and 
intermediate products. 


Wesfrob Mines Limited 


Earnings for 1974 decreased to 
$643,000 from $2,500,000 in 1973 (as 
restated). The decrease was due to 
lower copper production and much 
higher operating costs. These costs 
spiralled because of the continuing 
inflationary trend in labour and 
material costs. 


Demand for pellet feed concentrate 
continued to improve in 1974. Sinter feed 
demand was weak, with customers 
declaring 10 per cent less than the 
contract tonnage. Ore production was 
above scheduled levels and waste 


production was below schedule due 
primarily to an increase in low grade 
pellet ore in No. 2 Zone pit. Pellet ore 
mining was essentially confined to No. 2 
Zone pit which resulted in a very low 
copper feed grade to the plants and a 
high sulphur grade which reduced pellet 
Circuit recovery. 


No. 3 Zone underground stope devel- 
opment and No. 4 Zone exploration 
were completed in August. In October, 
it was decided to proceed with the 
Dela-Blujay underground development, 
and this project was started by year- 
end. 


Capitalization 


As at December 31, 1974 
Outstanding Held by Falconbridge 


Gommonsshales a. atere as eee ee ae 3,832,994 3,832,994 100% 
Year ended December 31 

Production 1974 1973 
Koln COMGSIIEWES = CHAT TMEWAIOG WOINS: 5. ccc ec eae caee 912,000 910,000 
Copper concentrates — dry metric tons .................. 10,000 13,000 
Copper in) concentrates ——"poUndS 9. 2..7...5.2.5.......-. 4,672,000 5,571,000 
Financial 

Revenues trommmetalsm OrodUCeC lyase ens enn $12,450,000 $12,979,000 
Operating profit before undermentioned items ............. 3,819,000 6,338,000 
Depreciationiaa et lr CREE i te EOE (8c, at ae a 1,199,000 1,442,000 
Preproduction and development expenditures written off 912,000 1,142,000 
/NINOMRuPZAUKOln) ©! IMliMbite) (HKOPOEMWIES 2.50000 cccuecenescusese 34,000 34,000 
Explorationgonotherm PiO Deities alma se atin asia lar neta 974,000 1,132,000 
Income and mining taxes and royalties ................. 59,000 91,000* 
EarningSal© te these i OC mtn yeaa ean 643,000 2,500,000* 


* Restated 


Management 1974 
President D. R. De Laporte 
Mine Manager Kenneth Blower 


Western Platinum Limited 


Earnings for the year ended September 
30, 1974 amounted to R 6,948,000 
compared to R 3,177,000 in 1973. The 
increase is due to the first full year of 
sales and higher metal prices. Sales 
revenues totalled R 20,628,000 com- 
pared to R 9,568,000 in 1973. 


During the year, there were large 
increases in material and labour costs. 
Labour unrest and labour shortages 
adversely affected operations. 


In the early part of the year, a short- 
fall in the refinery production made it 


necessary for Western Platinum to 
borrow metal to satisfy the terms of their 
long-term contract. In April, the Lonrho ° 
precious metal refinery came on stream. 
From September onwards there was 
a gradual weakening in the platinum 
and palladium markets due to a 
decrease in demand for automotive 
catalyst material. 
The long-term debt amounting to 
R 22,450,000 was reduced by 
R 4,000,000. 
Working capital increased from 
R 7,846,000 at September 30, 1973 to 
R 9,247,000 at September 30, 1974. 


(Rand = Cdn. $1.44 at December 31, 1974). 
Capitalization 


Ordinary shares 


Production 


Platinum group metals — ounces 
Nickel — metric tons 


Management 1974 
Joint Managing Directors S.C. Newman 


A. E. Pugsley 


As at September 30, 1974 
Outstanding Held by Falconbridge 


iat 10,000,000 2,500,001 25% 
Year ended September 30 
1974 1973 
Ver deiheat Oe 139,000 109,000 
1,920 1550 


©) 


United Keno Hill 
Kasna Creek 
DEF Yukon 
Whitehorse 
Akaitcho 

iant Yellowknife 


Klukwan 


Alminex 
Stall Lake 
Bowden Lake 


Vancouver 
Alminex 
Manibridge 
Winnipeg 

; barton-Maskwa 
Sturgeon Lake 
Thunder Bay 
Noranda 
Sudbury 

i dusmin (Killarney) 
n Nepheline Corp. 


Alminex 


Quebec City 


Falconbridge Terminal Facility 
Port of Quebec 


New Quebec Raglan 


Falconbridge Copper 
(Opemiska Division) 


Indusmin (St. Donat) 
Indusmin (St. Canut) 
Alminex 


\- > = a ; 
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Wesfrob 
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Longvack South 
Strathcona 

Fraser 

Fecunis Lake & North 
Craig 

Onaping 

Hardy 

Lindsley 

East 

Falconbridge 


Lockerby 
(Under Development) 


| 
| 


Jusmin (Midland) 
hralloy (Orillia) a : 3 , | sine 


kefield Research - et nana 

jusmin (Nephton) Osip 

Iconbndge Metallurgical Laboratories — : Falconbridge Europe S.A. 
jusmin Research Centre ; (Brussels) 

Iconbridge Nickel Mines Limited (Toronto) Windhoek 

Iconbridge International Limited (Toronto) é Oamites 

dusmin (Acton/Halton) : Kilembe 

Iconbridge North American é . Western Platinum 


tribution Centre (Thorold) iff je Blanket 
Johannesburg 
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Iconbridge Copper Rio De Janeiro 

ake Dufault Division) Falconbridge Legend 

ena Dominicana . 

2w Pascalis Buenos Aires ——— es = POOUGIIG, MIRE 

re Fault ki . —_——__ Other Properties 

Paine eee Exploration Office 
‘Laboratories . 
Industrial Plant 
Refinery 

j Marketing & Sales 

Oil & Gas Production 


_and/or Exploration 


FALCONBRIDGE 
NICKEL MINES 
LIMITED 


Offices 


Corporate Offices — P.O. Box 40, 
Commerce Court West, Toronto, 
Ontario, Canada M5L 1B4 
Telephone (416) 863-7000. 

Telex 02-2720. Cables “Falconbrij’’ 


Sudbury Operations, Main Office — 
Falconbridge, Ontario POM 1S0 


Vancouver Office — 
1112 West Pender Street, 
Vancouver, BC. V6E 2S1 


Among Wholly-Owned 
Subsidiaries 


Falconbridge Nikkelverk 
Aktieselskap 

Kristiansand S., Norway 
Chairman of the Board and 
Managing Director — R. Jahnsen 


Falconbridge International Limited 


P.O. Box 40, Commerce Court West, 


Toronto, Ontario, Canada M5L 1B4 
Telephone (416) 863-7300. 

Telex 02-2720. Cables ‘‘Falconbrij”’ 
President and Managing Director — 
W. G. Dahl 


Fahralloy Canada Limited 
Orillia, Ontario L3V 2P6 
Chairman of the Board — 

J. J. Mather 

President and Managing Director 
J. A. Wilson 


Wesfrob Mines Limited 

1112 West Pender Street, 
Vancouver, B.C. V6E 2S1 
Vice-President — 

F. A. Godfrey, Vancouver 

Mine Manager — Kenneth Blower, 
Tasu, Queen Charlotte Islands, B.C. 


Lakefield Research of Canada 
Limited 

Lakefield, Ontario KOL 2HO 
Manager — A. G. Scobie 


Ontario 

Sudbury Operations — 

General Manager — G. A. Allen 
Producing Mines — Falconbridge, 
East, Strathcona, Hardy Open Pit, 
Fecunis Lake, Onaping, North, 
~Longvack South 

Mine Under Development — 
Lockerby 


Concentrators — Falconbridge, 
Strathcona, Fecunis Lake 
Smelter — Falconbridge 


Manitoba 

Manibridge Mine and Mill 
Near Wabowden, Manitoba 
Manager — W. A. Moore 


Ferronickel Operation 
Falconbridge Dominicana, C. por A. 
Avenida Maximo Gomez No. 30, 
Santo Domingo, Dominican Republic. 
Vice-President and General Manager 
— lan H. Keith 


Research Laboratories 


Falconbridge Metallurgical Laboratories, 
Richmond Hill, Ontario; Falconbridge, 
Ontario; Kristiansand S., Norway; 
Lakefield Research of Canada Limited, 
Lakefield, Ontario 


Exploration Offices 


Toronto, Sudbury and Thunder Bay, 
Ontario; Quebec and Noranda, Quebec; 
Vancouver, B.C.; Winnipeg, Manitoba; 
Whitehorse, Yukon Territory; Santo 
Domingo, Dominican Republic, Buenos 
Aires, Argentina; Oslo, Norway; Perth, 
Australia; Johannesburg, South Africa; 
Windhoek, South West Africa. 


Products 


Products of Falconbridge Nickel Mines 
Limited and affiliated companies 
include: Nickel, copper, cobalt, gold, 
silver, platinum, palladium, iridium, 
rhodium, ruthenium, selenium, lead, iron 
ore, zinc, cadmium, nepheline syenite, 
silica, limestone aggregates, liquid 
sulpur dioxide, oil, natural gas, carbon 
and high-alloy steel castings, and other 
products for consumer and industrial 
use 


Solicitors 
Tilley, Carson & Findlay, Toronto 


Auditors 
Clarkson, Gordon & Co., Toronto 


Transfer Agents and Registrars 
Crown Trust Company, Toronto 
Montreal, Vancouver and Calgary 


Registrar and Transfer Company, 
New York and Jersey City, U.S.A. 
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